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SOCIAL SECURITY 


FRIDAY, AUGUST 8, 1958 


Unrtep States SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D. C. 

The committee met, pursuant to call, at 10:15 a. m., in room 312, 
Senate Office Building, Senator Harry Flood Byrd presiding. 

Present: Senators Byrd (chairman), Kerr, Frear, Long, Ander- 
son, Douglas, Martin, Williams, Malone, Carlson, Bennett, and 
Jenner. 

Also present: Elizabeth B. Springer, chief clerk. 

The Cuarrman. The committee will come to order. I submit for 
the record the text of H. R. 13549 and the report of the Bureau of 
the Budget thereon. 

(H. R. 13549 and the report of the Bureau of the Budget follow :) 








“sar A, R, 13549 
2p SESSION 
® * 


IN THE SENATE OF THE UNITED STATES 
Avcustr 1, 1958 
Read twice and referred to the Committee on Finance 





AN ACT 


To increase benefits under the Federal Old-Age, Survivors, and 
Disability Insurance System, to improve the actuarial status 
of the Trust Funds of such System, and otherwise improve 
such System; to amend the public assistance and maternal 
and child health and welfare provisions of the Social Security 


Act; and for other purposes. 
1 Be it enacted by the Senate and House of Representa- 
2 tives of the United States of America in Congress assembled, 
3 That this Act may be cited as the “Social Security Amend- 


4 ments of 1958”. 
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SOCIAL SECURITY 
2 
TITLE I—INCREASE IN BENEFITS UNDER TITLE 
II OF THE SOCIAL SECURITY ACT 
INCREASE IN BENEFIT AMOUNTS 
Primary Insurance Amount 
SEc. 101. (a) Subsection (a) of section 215 of the 
Social Security Act is amended to read as follows: 
“Primary Insurance Amount 
“(a) Subject to the conditions meio’ in subsections 
(b), (c), and (d) of this section, the primary insurance 
amount of an insured individual shall be whichever of the 
following is the largest: 

“(1) The amount in column IV on the line on 
which in column III of the following table appears his 
average monthly wage (as determined under subsection 
(b)); 

““(2) The amount in column IV on the line on 
which in column II of the following table appears his 
primary insurance amount (as determined under sub- 
section (c) ) ; 

““(3) The amount in column IV on the line on 
which in column I of the following table appears his 
primary insurance benefit (as determined under sub- 
section (d) ); or 

“‘(4) In the case of an individual who was entitled 
to a disability insurance benefit for the month before the 


month in which he became entitled to old-age insurance 
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3 
1 benefits or died, the amount in column IV which is equal 
2 to his disability insurance benefit. 
“TaBLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND Maximum FAMILY 
BENEFITS 
“7 1 I Iv v 
“(Primary insurance (Primary insurance (Average monthly (Primary insur- (Maximum 
benefit under 1939 amount under 1954 wage) ance amount) family 
Act, as modified) Act) benefits) 
“Tf an individual’s Or his primary insur- | Or his average monthly | | And the maxi- 
primary insurance ance amount (as deter-| wage (as determined | The amount re- | mum amount ef 
benefit (as determined | mined under subsec. | under subsec. (b)) is— | ferred to in the | benefits payable 
under subsec. (d)) is— (c)) is— pl ing para- | (as provided in 
graphs of this sec. 203 (a)) on 
|  sabsection the basis of bis 
But not But not shall be— | wages and self- 
“At least— more At least— more employment 
than— than— income shall be— 
nic aeniae bid $10. 00 |........} $30.00 |.....--- $54 $33 $53. 00 
“$10. 01 10. 48 | $30. 10 31. 00 $55 56 34 | 54. 00 
10. 49 11. 00 31. 10 32. 00 57 58 35 | 55. 00 
11. 01 11. 48 32. 10 33. 00 59 60 36 56. 00 
11. 49 12. 00 33. 10 34. 00 61 61 37 57. 00 
12. 01 12. 48 34. 10 35. 00 62 63 38 58. 00 
12. 49 13. 00 35. 10 36. 00 64 65 39 59. 00 
13. 01 13.48 | 36.10 | 37.00 66 67 40 60. 00 
13. 49 14.00 | 37.10 38. 00 68 69 41 61. 50 
14. 01 14. 48 38. 10 39. 00 70 70 42 63. 00 
14. 49 15. 00 39. 10 40. 00 71 72 43 64. 50 
15. 01 15. 60 40. 10 41. 00 7 74 44 66. 00 
15. 61 16. 20 41.10 42. 00 75 7 45 67. 50 
16. 21 16. 84 42. 10 43. 00 77 78 46 69. 00 
16. 85 17.60 | 43.10 44. 00 79 80 47 70. 50 
17. 61 18. 40 44.10 45. 00 81 81 48 72. 00 
18. 41 19. 24 45. 10 46. 00 82 83 49 73. 50 
19.25 | 20.00] 46.10) 47.00 mt 85 50 75. 00 
20. 01 20. 64 47.10 48. 00 86 87 51 76. 50 
20. 65 21.28 | 48.10) 49.00 88 89 52 78. 00 
21. 29 21.88 | 49.10} 60.00 90 90 53 79. 50 
21. 89 22. 28 50. 10 50. 90 91 92 54 81. 00 
22. 29 22. 68 51. 00 51. 80 93 94 55 82. 50 
22. 69 23. 08 51. 90 52. 80 95 96 56 84. 00 
23. 09 23. 44 52. 90 53. 70 97 97 57 85. 50 
23. 45 23. 76 53.80 | 64.60 98 99 58 87. 00 
23. 77 24. 20 54. 70 55. 60 100 101 59 88. 50 
24. 21 24. 60 55. 70 56. 50 102 102 60 90. 00 
24. 61 25. 00 56. 60 57. 40 103 104 61 91. 50 
25. 01 25. 48 57. 50 58. 40 105 106 62 93. 00 
25. 49 25. 92 58. 50 59. 30 107 107 63 94. 50 
25. 93 26. 40 59. 40 60. 20 108 109 64 96, 00 
26. 41 26. 94 60. 30 61. 20 110 113 65 97. 50 
26. 95 27. 46 61. 30 62. 10 114 118 66 99. 00 
27. 47 28. 00 62. 20 63. 00 119 122 67 100. 50 
28. 01 28. 68 63. 10 64. 00 123 127 68 102. 00 
28. 69 29. 25 64. 10 64. 90 128 132 69 104. 00 
29. 26 29. 68 65. 00 65. 80 133 136 70 107. 60 
29. 69 30. 36 65. 90 66. 80 137 141 71 111. 20 
30. 37 30. 92 66.90 | 67.70 142 146 72 115. 20 
30. 93 31. 52 67.80 | 68.70 147 151 73 119. 20 
31. 53 32. 00 68. 80 69. 60 152 155 74 122. 80 
32. 01 32. 60 69. 70 70. 50 156 160 75 126. 40 
32. 61 33. 40 70.60 | 71.50 161 165 76 130. 40 
33. 41 33. 88 71. 60 72. 40 166 169 77 134. 00 
33. 89 34. 50 72. 50 73. 30 170 174 78 137. 60 
$4. 51 35.20 | 73.40 74. 30 175 179 79 141. 60 
35. 21 35.80 | 74.40 75. 20 180 183 80 145. 20 
35. 81 36.40 | 75.30 76. 10 184 188 81 148. 80 
36. 41 37.08 | 76.20 | 77.10 189 193 82 152. 80 
87.09 | 37.60 | 77.20 | 7800 194 197 83 156. 40 
37. 61 38. 20 78 10 78 90 198 202 R4 160. 00 
38 21 39. 12 79. 00 79. 90 203 207 85 |} 164. 00 
39.13 | 39.68! 80.00! 80. 80 208 211 86 167. 60 
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4 
“TaBLE FOR DeTERMINING PrimaRY INSURANCE AMOUNT AND Maximum Famity 
Benerits—Continued 
= II Ill IV v 
“(Primary insurance (Primary insurance (Average monthly | (Primary insur- (Maximum 
benefit under 1939 | amount under 1954 wage) ance amount) family 
Act, as modified) Act) benefits) 
“Tf an individual's | Or his primary insur- | Or his average monthly And the maxi- 
primary insurance | ance amount (as deter- wage (as determined The amount re- | mum amount of 
benefit (as determined mined under subsec. under subsec. (b)) is— | ferred to im the | benefits payable 
under subsee. (d)) is— (c)) is— preceding para- | (as provided in 
ada sen tic msctteme: cima aia lieatieis eileen ccuaemaeiaiaie j “nonin graphs of this sec. 203 (a)) on 
| subsection the basis of bis 
But not | But not But not shall be— wages and self- 
“At least— more | At least— more At least— | more employment 
than— | than— | _ than— | income shall be— 
“$39. 69 $40. 33 | $80.90 | $81. 70 $212 | $216 | $87 $171. 20 
40. 34 41.12 81. 80 82. 70 217 | 221 88 175. 20 
41. 13 41. 76 82.80 | 83. 60 222 225 | 89 | 178. 80 
41.77 42. 44 83. 70 84. 50 226 230 90 | 182. 40 
42.45 | 43.20 84. 60 85. 50 231 235 | 91 | 186. 40 
43.21 | 43. 76 85. 60 86. 40 | 236 239 | 92 190. 00 
43. 77 44. 44 86. 50 87. 30 240 244 93 i 193. 60 
44. 45 44. 88 87. 40 88. 30 | 245 249 94 | 197. 60 
44.89 | 45.60] 8840] 89. 20 250 | 253 | 95 | 201. 20 
89. 30 90. 10 254 258 96 204. 80 
90. 20 91. 10 | 259 263 | 97 208. 80 
91. 20 92. 00 264 | 267 | 98 212. 40 
92. 10 92. 90 | 268 | 272 | 99 216. 00 
93. 00 93. 90 | 273 277 100 | 220.00 
94.00} 9480|/  278| 281 101 | 223. 60 
94. 90 95. 80 282 | 286 102 227. 20 
| 95. 90 96. 70 287 291 103 231. 20 
96. 80 97. 60 292 295 104 234. 80 
97. 70 98. 60 296 300 105 238. 40 
98. 70 99. 50 | 301 305 106 242. 40 
| 949, 60 | 100. 40 | 306 30y 107 | 246. 00 
100. 50 | 101. 40 310 | 314 108 | 249. 60 
101. 50 | 102. 30 | 315 3l¥ 109 253. 60 
102. 40 | 103. 20 320 323 110 254. 00 
103. 30 | 104. 20 324 328 111 254. 00 
104. 30 | 105. 10 329 333 112 254. 00 
} 105. 20 | 106. 00 334 337 113 254. 00 
| 106. 10 | 107. 00 338 342 114 254. 00 
107. 10 | 107. 90 343 347 115 254. 00 
108. 00 | 108. 50 348 351 116 254. 00 
352 356 117 254. 00 
357 361 118 254. 00 
362 365 119 | 254. 00 
366 370 120 254. 00 
371 375 121 254. 00 
376 379 122 254. 00 
380 384 123 | 254. 00 
385 389 124 254. 00 
390 393 125 254. 00 
394 398 126 |} 254. 00 
399 400 127 | 254. 00’ 

















Average Monthly Wage 
(b) Section 215 (b) (1) of such Act is amended by 
striking out “An” and inserting in lieu thereof the following: 
“For the purposes of column III of the table appearing in 


subsection (a) of this section, an’. 
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5 

(2) Such section 215 (b) is further amended by adding 
at the end thereof the following paragraph: 

“(5) The provisions of this subsection shall be appli- 
cable only in the case of an individual with respect to whom 
not less than six of the quarters elapsing after 1950 are 
quarters of coverage, and— 

“(A) who becomes entitled to benefits under sec- 
tion 202 (a) or section 223 after the second month fol- 
lowing the month in-which the Social Security Amend- 
ments of 1958 are enacted, or 

“(B) who dies after such second month without 
being entitled to benefits under such section 202 (a) or 
section 223, or 

“(C) who files an application for a recomputation 
under section 215 (f) (2) (A) after such second 
month and is (or would, but for the provisions of sec- 
tion 215 (f) (6), be) entitled to have his primary in- 
surance amount recomputed under such section, or 

“(D) who dies after such second month and whose 
survivors are (or would, but for the provisions of section 
215 (f) (6), be) entitled to a recomputation of his 


primary insurance amount under section 215 (f) (4).” 
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Primary Insurance Amount Under 1954 Act 

(c) Section 215 (c) of such Act is amended to read 

as follows: 
“Primary Insurance Amount Under 1954 Act 

“(c) (1) For the purposes of column II of the table 
appearing in subsection (a) of this section, an individual’s 
primary insurance amount shall be computed as provided in, 
and subject to the limitations specified in, (A) this section 
as in effect prior to the enactment of the Social Security 
Amendments of 1958, and (B) the applicable provisions 
of the Social Security Amendments of 1954. 

‘“‘(2) The provisions of this subsection shall be appli- 
cable only in the case of an individual who— 

‘“‘(A) became entitled to benefits under section 202 

(a) or section 223 prior to the third month following 

the month in which the Social Security Amendments of 

1958 were enacted, or 

“‘(B) died prior to such third month.” 
Primary Insurance Benefit Under 1939 Act 

(d) Section 215 (d) of such Act is amended to read 

as follows: 
“Primary Insurance Benefit Under 1939 Act 

“(d) (1) For the purposes of column I of the table 

appearing in subsection (a) of this section, an individual’s 


primary insurance benefit shall be computed as provided in 
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1 this title as in effect prior to the enactment of the Social 


2 Security Act Amendments of 1950, except that— 


3 


i? > ee) 


10 
11 
12 
13 
14 
15 
16 
17 
18 
19 


21 


“(A) In the computation of such benefit, such in- 
dividual’s average monthly wage shall (in lieu of being 
determined under section 209 (f) of such title as in 
effect prior to the enactment of such amendments) be 
determined as provided in subsection (b) of this section 
(but without regard to paragraph (5) thereof), except 
that his starting date shall be December 31, 1936. 

“(B) For purposes of such computation, the date 
he became entitled to old-age insurance benefits shall 
be deemed to be the date he became entitled to pri- 
mary insurance benefits. 

“(C) The 1 per centum addition provided for in 
section 209 (e) (2) of this Act as in effect prior to the 
enactment of the Social Security Act Amendments of 
1950 shall be applicable only with respect to calendar 
years prior to 1951, except that any wages paid in any 
year prior to such year any part of which was included 
in a period of disability shall not be counted. Notwith- 
standing the preceding sentence, the wages paid in the 
year in which such period of disability began shall be 


counted if the counting of such wages would result in a 


higher primary insurance amount. 
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“(D) The provisions of subsection (e) shall be ap- 
plicable to such computation. 
“(2) The provisions of this subsection shall be appli- 
cable only in the case of an individual— 
“(A) with respect to whom at least one of the 
quarters elapsing prior to 1951 is a quarter of coverage; 
“(B) who meets the requirements of any of the 
subparagraphs of paragraph (5) of subsection (b) of 
this section; and 
““(C) who attained age 22 after 1950 and with 
respect to whom less than six of the quarters elapsing 
after 1950 are quarters of coverage, or who attained 
such age before 1951.” 
Minimum Survivors or Dependents Benefit 
(e) Section 202 (m) of the Social Security Act is 
amended by striking out “$30” wherever it occurs and 
inserting in lieu thereof “the first figure in column IV of 
the table in section 215 (a) ”. 
Maximum Benefits 
(f) Subsection (a) of section 203 of the Social Secu- 
rity Act is amended to read as follows: 
“Maximum Benefits 
“(a) Whenever the total of monthly benefits to which 
individuals are entitled under sections 202 and 223 for a 


month on the basis of the wages and self-employment income 
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9 
1 of an insured ingdiwidual is greater than the amount appearing 
2 in column V of the table in section 215 (a) on the line 
3 on which appears in column IV such insured individual’s 
4 primary insurance amount, such total of benefits shall be 


5 reduced to such amount; except that— 


6 “(1) when any of such individuals so entitled 
7 would (but for the provisions of section 202 (k) (2) 
8 (A)) be entitled to child’s insurance benefits on the 
9 basis of the wages and self-employment income of one 
10 or more other insured individuals, such total of benefits 
11 shall not be reduced to less than the smaller of: (A) 
12 the sum of the maximum amounts of benefits payable on 
13 the basis of the wages and self-employment income of 
14 all such insured individuals, or (B) the last figure in 
15 column V of the table appearing in section 215 (a), or 
16 “(2) when any of such individuals was entitled 
17 (without the application of section 202 (j) (1)) to 
18 monthly benefits under section 202 or section 223 for 
19 the second month following the month in which the 
20 Social Security Amendments of 1958 were enacted, and 
21 the primary insurance amount of the insured individual 
22 on the basis of whose wages and self-employment income 
23 such monthly benefits are payable is determined under 
24 the provisions of section 215 (a) (2), then such total 


29 benefits shall not be reduced to less than the larger of— 
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“(A) the amount determined under this sub- 
section without regard to this paragraph, or 
“(B) the amount determined under this sub- 
section as in effect prior to the enactment of the 
Social Security Amendments of 1958 or the amount 
determined under section 102 (h) of the Social 
Security Amendments of 1954, as the case may be, 
plus the excess of— 

“‘(i) the primary insurance amount of such 
insured individual in column IV of the table 
appearing in section 215 (a), over 

“(ii) his primary insurance amount deter- 
mined under section 215 (c), or 

“(3) when any of such individuals is entitled 
(without the application of section 202 (j) (1)) to 
monthly benefits based on the wages and self-employ- 
ment income of an insured individual with respect to 
whom a period of disability (as defined in section 216 
(i)) began prior to the third month following the 
month in which the Social Security Amendments of 
1958 were enacted and continued uninterruptedly until— 

“(A) he became entitled to benefits under sec- 
tion 202 or 223, or 
“(B) he died, which ever first occurred, 
and the primary insurance amount of such insured indi- 
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vidual is determined under the provisions of section 215 
(a) (1) or (3) and is not less than $68, then such 
total of benefits shall not be reduced to less than the 
smaller of— 
“(C) the last figure in column V of the table 
appearing in section 215 (a), or 
“(D) the amount in column V of such table on 
the same line on which, in column IV, appears his 
primary insurance amount, plus the excess of— 
“(i) such primary insurance amount, over 
“ (ii) the smallest amount in column IT of 
the table on the line on which appears such pri- 
mary insurance amount. 
In any case in which benefits are reduced pursuant to the 
preceding provisions of this subsection, such reduction shall 
be made after any deductions under this section and after 
any deductions under section 222 (b). Whenever a reduc- 
tion is made under this subsection, each benefit, except the 
old-age or disability insurance benefit, shall be proportion- 
ately decreased.” 
Effective Date 
(g) The amendments made by this section shall be 
applicable in the case of monthly benefits under title IT of the 


Social Security Act, for months after the second month fol- 


lowing the month in which this Act is enacted, and in the 
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12 
case of the lump-sum death payments under such title, with 
respect to deaths occurring after such second month. 
Primary Insurance Amount for Certain Disability Insurance 
Beneficiaries 

(h) If an individual was entitled to a disability insur- 
ance benefit under section 223 of the Social Security Act 
for the second month after the month in which this Act is 
enacted and became entitled to old-age insurance benefits 
under section 202 (a) of such Act, or died, in the third 
month after the month in which this Act is enacted, then, 
for purposes of paragraph (4) of section 215 (a) of the 
Social Security Act, as amended by this Act, the amount in 
column IV of the table appearing in such section 215 (a) 
for such individual shall be the amount in such column on 
the line on which in column II appears his primary insur- 
ance amount (as determined under subsection (c) of such 
s. ction 215) instead of the amount in column IV equal to 
lis disability insurance benefit. 

Saving Provision 

(i) With respect to monthly benefits under title II of 
the Social Security Act payable pursuant to section 202 
(j) (1) of such Act for any month prior to the third month 
following the month of enactment of this Act, the primary 
insurance amount of the individual on the basis of whose 


wages and self-employment income such monthly benefits are 
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payable shall be determined as though this Act had not been 
enacted; such primary insurance amount shall be such indi- 
vidual’s primary insurance amount for purposes of section 
215 of sueh Act for months after the second month follow- 
ing the month in which this Act is enacted if it is larger 
than the primary insurance amount determined under section 
215 of the Social Security Act as amended by this Act, and 
shall be rounded to the next higher dollar if it is not a 
multiple of a dollar. 
INCREASE IN EARNINGS BASE FROM $4,200 TO $4,800 
Definition of Wages 
Sec. 102. (a) (1) Paragraph (2) of section 209 (a) 
of the Social Security Act is amended to read as follows: 
(2) That part of remuneration which, after re- 
muneration (other than remuneration referred to in the 
succeeding subsections of this section) equal to $4,200 
with respect to employment has been paid to an in- 
dividual during any calendar year after 1954 and prior 
to 1959, is paid to such individual during such calendar 
year;”. 
(2) Section 209 (a) of such Act is further amended by 
adding at the end thereof the following new paragraph: 
“(3) That part of remuneration which, after re- 
muneration (other than remuneration referred to in the 


succeeding subsections of this section) equal to $4,800 
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14 
with respect to employment has been paid to an m- 
dividual during any calendar year after 1958, is paid 
to such individual during such calendar year;”. 
Definition of Self-Employment Income 
(b) Paragraph (1) of section 211 (b) of the Social 
Security Act is amended to read as follows: 
“(1) That part of the net earnings from self- 
employment which is in excess of— 
“(A) For any taxable year ending prior to 
1955, (i) $3,600, minus (ii) the amount of the 
wages paid to such individual during the taxable 
year; and 
“(B) For any taxable year ending after 1954 
and prior to 1959, (i) $4,200, minns (ii) the 
amount of the wages paid to such individual during 
the taxable year; and 
“(C) For any taxable year ending after 1958, 
(i) $4,800, minus (ii) the amount of the wages 
paid to such individual during the taxable year; or”. 
Definitions of Quarter and Quarter of Coverage 
(c) Clauses (ii) and (iii) of section 213 (a) (2) 
(B) of the Social Security Act are amended to read as 
follows: 
(ii) if the wages paid to any individual in any 


calendar year equal $3,600 in the case of a calendar 








oonsnea Pe @o© DS 


ee ee bed 
So bk & B&B SE & 


16 


SOCIAL SECURITY 


15 

year after 1950 and before 1955, or $4,200 in the 

case of a calendar year after 1954 and before 1959, 

or $4,800 in the case of a calendar year after 1958, 

each quarter of such year shall (subject to clause 

(i) ) be a quarter of coverage; 

(iii) if an individual has self-employment in- 
come for a taxable year, and if the sum of such 
income and the wages paid to him during such year 
equals $3,600 in the case of a taxable year begin- 
ning after 1950 and ending before 1955, or $4,200 
in the case of a taxable year ending after 1954 
and before 1959, or $4,800 in the case of a taxable 
year ending after 1958, each quarter any part of 
which falls in such year shall (subject to clause 
(i) ) be a quarter of coverage ;” 

Average Monthly Wage 
(d) (1) Paragraph (1) of section 215 (e) of such 
Act is amended to read as follows: 

“(1) in computing an individual’s average monthly 
wage there shall not be counted the excess over $3,600 in 
the case of any calendar year after 1950 and before 1955, 
the excess over $4,200 in the case of any calendar year 
after 1954 and before 1959, and the excess over $4,800 
in the case of any calendar year after 1958, of (A) the 


wages paid to him in such year, plus (B) the self-em- 
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ployment income credited to such year (as determined 

under section 212) ;’. 

(2) Section 215 (e) of such Act is further amended by 
striking out “(d) (4)” each place it appears and inserting 
in lieu thereof ‘‘(d)”’. 

TITLE II—AMENDMENTS RELATING TO DIS- 
ABILITY FREEZE AND DISABILITY INSUR- 
ANCE BENEFITS 

APPLICATION FOR DISABILITY DETERMINATION 

Sec. 201. Section 216 (i) (2) of the Social Security 
Act is amended— 

(1) by striking out “while under a disability,” in 
the second sentence and inserting in lieu thereof “while 
under such disability,” ; and 

(2) by striking out ‘one-year’ in clause (ii) of 
subparagraph (A) and inserting in lieu thereof “eight- 
een-month’’. 

RETROACTIVE PAYMENT OF DISABILITY INSURANCE 
BENEFITS 

Sec. 202. (a) Section 223 (b) of such Act is amended 
by adding at the end thereof the following new sentence: 
“An individual who would have been entitled to a disability 
insurance benefit for any month after June 1957 had he 


filed application therefor prior to the end of such month 
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17 
shall be entitled to such benefit for such month if he files 
application therefor prior to the end of the twelfth month 
immediately succeeding such month.” 
(b) The first sentence of section 223 (c) (3) of such 
Act (defining the term “waiting period’ for purposes of 
applications for disability insurance benefits) is amended to 
read as follows: 

“(3) The term ‘waiting period’ means, in the case 
of any application for disability insurance benefits, the 
earliest period of six consecutive calendar months— 

“(A) throughout which the individual who 
files such application has been under a disability 
which continues without interruption until such 
application is filed, and 

“(B) (i) which begins not earlier than with 
the first day of the eighteenth month before the 
month in which such application is filed if such in- 
dividual is insured for disability insurance benefits 
in such eighteenth month, or (ii) if he is not so 
insured in such month, which begins not earlier 


than with the first day of the first month after such 


eighteenth month in which he is so insured.” 
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RETROACTIVE EFFECT OF APPLICATIONS FOR DISABILITY 
DETERMINATION 
Src. 203. Paragraph (4) of section 216 (i) of such 
Act is amended by striking out “July 1957” and inserting 
in lieu thereof “July 1960”, by striking out “July 1958” 
and inserting in lieu thereof “July 1961”, and by striking 
out “‘, if such individual does not die prior to July 1, 1955,”. 
INSURED STATUS REQUIREMENTS 
Disability Freeze 
SEo. 204. (a) Paragraph (3) of section 216 (i) of 
such Act is amended to read as follows: 
“(3) The requirements referred to in clauses (A) and 
(B) of paragraphs (2) and (4) are satisfied by an individual 
with respect to any quarter only if— 

“(A) he would have been a fully insured in- 
dividual (as defined in section 214) had he attained 
retirement age and filed application for benefits under 
section 202 (a) on the first day of such quarter; and 

“(B) he had not less than twenty quarters of 
coverage during the forty-quarter period which ends 
with such quarter, not counting as part of such forty- 
quarter period any quarter any part of which was in- 
cluded in a prior period of disability unless such quarter 


was a quarter of coverage.” 
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Disability Insurance Benefits 

(b) Section 223 (c) (1) (A) of such Act is amended 
by striking out “fully and currently msured” ‘and inserting 
in lieu thereof “fully insured”. 

BENEFITS FOR THE DEPENDENTS OF DISABILITY INSURANCE 
BENEFICIARIES 
Payments from Disability Insurance Trust Fund 

Src. 205. (a) The first sentence of section 201 (h) of 
such Act is amended by inserting “, and benefit payments 
required to be made under subsection (b), (c), or (d) of 
section 202 to individuals entitled to benefits on the basis 
of the wages and self-employment income of an individual 
entitled to disability insurance benefits,” after ‘section 223”. 

Wife’s Insurance Benefits 

(b) (1) Subsection (b) of section 202° of such Act is 
amended by inserting “‘or disability” after “old-age” where- 
ever it appears therein. 

(2) So much of paragraph (1) of such subsection as 
follows the colon is amended by striking out “or” the first 
time it appears and inserting immediately before the period 
at the end of such paragraph “, or her husband ceases, prior 


to the month in which he attains retirement age, to be 


entitled to disability insurance benefits”. 
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1 Husband’s Insurance Benefits 
2 (c) (1) Subparagraph (C) of subsection (c) (1) of 
3 such section 202 is amended to read as follows: 
4 “(C) was receiving at least one-half of his support, 
5 as determined in accordance with regulations prescribed 
6 by the Secretary, from such individual— 
1 “(i) if she had a period of disability which did 
8 not end prior to the month in which she became 
9 entitled to old-age or disability insurance benefits, 
10 at the beginning of such period or at the time she 
11 became entitled to such benefits, or 
12 “(ii) if she did not have such a period of disa- 
13 bility, at the time she became entitled to such bene- 
14 fits, 
15 and filed proof of such support within two years after the 
16 month in which she filed application with respect to such 
17 period of disability or after the month in which she 
18 became entitled to such benefits, as the case may be, or, 


19 if she did not have such a period, two years after the 
20 month in which she became entitled to such benefits, 
21 and” 

22 (2) The remainder of such subsection (c) (1) is 
23 amended by inserting “or disability” after “old-age” wher- 
24 ever it appears therein. 
25 


(3) So much of such subsection (c) (1) as follows 


21 








22 


Co ean Aner © WS Ee 


_ 
So 


16 
17 
18 


19 


21 
22 
23 
24 
25 


SOCIAL SECURITY 


21 
the colon is further amended by striking out “or” the first 
time it appears and inserting immediately before the period 
at the end thereof “, or his wife ceases, prior to the month 
in which she becomes entitled to old-age insurance benefits, 
to be entitled to disability insurance benefits”. 
Child’s Insurance Benefits 

(d) Section 202 (d) (1) of such Act is amended to 
read as follows: 

“(d) (1) Every child (as defined in section 216 (e) ). 
of an individual entitled to old-age or disability insurance 
benefits, or of an individual who dies a fully or currently in- 
sured individual after 1939, if such child— 

“(A) has filed application for child’s insurance 
benefits, 

“(B) at the time such application was filed was 
unmarried and either (i) had not attained the age of 
eighteen or (ii) was under a disability (as defined in 
section 223 (c)) which began before he attained the 
age of eighteen, and 

“(C) was dependent upon such individual— 

“(i) if such individual had a period of dis- 
ability which did not end prior to the month in 
which he became entitled to old-age or disability 


insurance benefits or (if he has died) prior to the 


‘month in which he died, at the beginning of such 
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period or at the time he became entitled to such 
benefits or died, 

“ (ii). if such individual did not have such a 
period and is living, at the time such application 
was filed, or 

“ (iii) if such. individual did not have such a 
period and has died, at the time of such death, 

shall be entitled to a child’s insurance benefit for each month, 
beginning with the first month after August 1950 in which 


such child. becomes so entitled to such insurance benefits and 


ending with the month preceding the first month in which 


any of the following occurs: such child dies, marries, is 


_adopted..(except.for adoption by a stepparent, grandparent, 


aunt, or uncle subsequent to the death of such fully or cur- 


ently insured individual), attains the age of eighteen and 


is not under a disability (as defined in section 223 (c) ) 


-which began before he attained such age, or ceases to be 


under a disability. (as so defined) on or after the day on 
which he attains age eighteen. Entitlement of any child 


to benefits under this subsection on the basis of the wages and 


_ self-employment income of an individual entitled to disability 


insurance benefits shall also end with the month before the 


_ month in which such individual ceases to be entitled to such 


benefits unless such individual is, for the month in which he 
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1 ceases to be so entitled, entitled to old-age insurance benefits 


2 or unless he dies in such month.” 


3 
4 


Widower’s Insurance Benefits 


(e) Subparagraph (D) of section 202 (f) (1) of such 


5 Act is amended to read as follows: 


6 
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“(D) (i) was receiving at least one-half of his sup- 
port, as determined in accordance with regulations pre- 
scribed by the Secretary, from such individual at the 
time of her death or, if such individual had a period of 
disability which did not end prior to the month in which 
she died, at the time such period began or at the time 
of her death, and filed proof of such support within 
two years after the date of such death, or, if she had 
such a period of disability, within two years after the 
month in which she filed application with respect to 
such period of disability or two years after the date of 
such death, as the case may be, or (ii) was receiving at 
lease one-half of his support, as determined in accordance 
with regulations prescribed by the Secretary, from such 
individual, and she was a currently insured individual, 
at the time she became entitled to old-age or disability 
insurance benefits or, if such individual had a period 
of disability which did not end prior to the month in 


which she became so entitled, at the time such period 
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began or at the time she became entitled to such 
benefits, and filed proof of such support within two 
years after the month in which she became entitled to 
such benefits, or, if she had such a period of disability, 
within two years after the month in which she filed 
application with respect to such period of disability or 
two years after the month in which she became entitled 
to such benefits, as the case may be, and’. 
Mother’s Insurance Benefits 
(f) Section 202 (g) (1) (F) of such Act is amended 
by inserting “or, if such individual had a period of disability 
which did not end prior to the month in which he died, at 
the time such period began or at the time of such death” 
after “death”. 
Parent’s Insurance Benefits 
(g) Subparagraph (B) of section 202 (h) (1) of 
such Act is amended to read as follows: 

“(B) (i) was receiving at least one-half of his 
support from such individual at the time of such indi- 
vidual’s death or, if such individual had a period of 
disability which did not end prior to the month in 
which he died, at the time such period began or at the 
time of such death, and (ii) filed proof of such support 
within two years after the date of such death, or, if such 


individual had such a period of disability, within two 


25 
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years after the month in which such individual filed ap- 
plication with respect to such period of disability or 
two years after the date of such death, as the case may 
be,”. 
Simultaneous Entitlement to Benefits 

(h) Section 202 (k) of such Act is amended by in- 
serting “or disability” after “old-age” each time it appears 
therein. 

Adjustment of Benefits of Female Beneficiaries 

(i) (1) Subparagraph (B) of paragraph (5) of sec- 

tion 202 (q) of such Act is amended to read as follows: 
“(B) the number equal to the number of months 
for which the wife’s insurance benefit was reduced under 
such paragraph (2), but for which such benefit was 
subject to deductions under paragraph (1) or (2) of 
section 203 (b), under section 208 (c), or under 

section 222 (b),”. 

(2) Such paragraph is further amended by striking out 
the period at the end of subparagraph (C) and inserting in 
lieu thereof “, and”, by striking out “(A), (B), and (C)” 
in the material following subparagraph (C) and inserting 
in lieu thereof “(A), (B), (C), and (D)”, and by adding 
after subparagraph (C) the following new subparagraph: 


“(D) the number equal to the number of months 


for which such wife’s insurance benefit was reduced un- 
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der such paragraph (2), but in or after which her en- 
titlement to wife’s insurance benefits was terminated be- 
cause her husband ceases to be under a disability, not 
including in such number of months any month after 
such termination in which she was entitled to wife’s 
insurance benefits.”’. 
(3) Subparagraph (A) of paragraph (6) of such sec- 
tion 202 (q) is amended to read as follows: 

“(A) the number equal to the number of months 
for which such benefit was reduced under such para- 
graph, but for which such benefit was subject to deduc- 
tions under paragraph (1) or (2) of section 203 (b), 
under section 203 (c), or under section 222 (b), and”. 
(4) Such paragraph is further amended by striking out 

the period at the end of subparagraph (C) and inserting in 
lieu thereof “, and”, by striking out “(A), (B), and (C)” 
in the material following subparagraph (C) and inserting 
in lieu thereof “(A), (B), (C), and (D)”, and by adding 
after subparagraph (C) the following new subparagraph: 

“(D) the number equal to the number of months 
for which such wife’s insurance benefit was reduced 
under such paragraph, but in or after which her entitle- 
ment to wife’s insurance benefits was terminated because 


her husband ceased to be under a disability, not includ- 
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ing in such number of months any month after such 

termination in which she was entitled to wife’s insur- 

ance benefits.”. 

Deduction Provision 

(j) Section 203 (c) of such Act is amended by insert- 
ing “based on the wages and self-employment income of an 
individual entitled to old-age insurance benefits” after 
“child’s insurance benefit” the first time it appears therein. 

Cireumstances Under Which Deductions Not Required 

(k) Section 203 (h) of such Act is amended to read 

as follows: 
“Circumstances Under Which Deductions Not Required 

“(h) In the case of any individual, deductions by reason 
of the provisions of subsection (b), (f), or (g) of this sec- 
tion, or the provisions of section 222 (b), shall, notwith- 
standing such provisions, be made from the benefits to which 
such individual is entitled only to the extent that such de- 
ductions reduce the total amount which would otherwise be 
paid, on the basis of the same wages and self-employment 
income, to such individual and the other individuals living 
in the same household.” 

Currently Insured Individual 


(1) Section 214 (b) of such Act is amended by insert- 


ing “‘or disability” immediately after “old-age’’. 
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Rounding of Benefits 

(m) Section 215 (g) of such Act is amended by strik- 
ing out “sections 203 (a) and 224” and inserting in lieu 
thereof “section 203 (a)”. 

Deductions on Account of Refusal To Accept Rehabilitation 
Services 

(n) Section 222 (b) of such Act is amended by insert- 
ing after paragraph (2) (added by section 307 (g) of this 
Act) the following new paragraph: 

“(3) Deductions shall be made from any wife’s, hus- 
band’s, or child’s insurance benefit based on the wages and 
self-employment income of an individual entitled to disability 
insurance benefits to which a wife, husband, or child is 
entitled until the total of such deductions equal such wife’s, 
husband’s, or child’s insurance benefit or benefits under sec- 
tion 202 for any month in which the individual, on the basis 
of whose wages and self-employment income such benefit 
was payable, refuses to accept rehabilitation services and 
deductions, on account of such refusal, are imposed under 
paragraph (1).” 

Suspension of Benefits Based on Disability 

(0) Section 225 of such Act is amended by adding at 
the end thereof the following new sentence: ‘Whenever the 
benefits of an individual entitled to a disability insurance 


benefit are suspended for any month, the benefits of any 
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individual entitled thereto under subsection (b), (c), or (d) 
of section 202 on the basis of the wages and self-employment 
income of such individual, shall be suspended for such 
month.” 
REPEAL OF REDUCTION OF BENEFITS BASED ON DISABILITY 

SEo. 206. Section 224 of such Act is hereby repealed. 

EFFECTIVE DATES 

Src. 207. (a) The amendments made by section 201 
shall apply with respect to applications for a disability deter- 
mination under section 216 (i) of the Social Security Act 
filed after June 1961. The amendments made by section 
202 shall apply with respect to applications for disability 
insurance benefits under section 223 of such Act filed after 
December 1957. The amendments made by section 203 
shall apply with respect to applications for a disability deter- 
mination under such section 216 (i) filed after June 1958. 
The amendments made by section 204 shall apply with 
respect to (1) applications for disability insurance benefits 
under such section 223 or for a disability determination under 
such section 216 (i) filed on or after the date of enactment 
of this Act, and (2) applications for such benefits or for 
such a determination filed after 1957 and prior to such date of 
enactment if the applicant has not died prior to such date of 


enactment and if notice to the applicant of the Secretary’s 


decision with respect thereto has not been given to him on or 
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prior to such date, except that (A) no benefits under title I 
of the Social Security Act for the month in which this Act is 
enacted or any prior month shall be payable or increased by 
reason of the amendments made by section 204 of this Act, 
and (B) the provisions of section 215 (f) (1) of the Social 
Security Act shall not prevent recomputation of monthly 
benefits under section 202 of such Act (but no such recompu- 
tation shall be regarded as a recomputation for purposes of 
section 215 (f) of such Act). The amendments made by 
section 205 (other than by subsection (k) ) shall apply with 
respect to monthly benefits under title II of the Social 
Security Act for months after the month in which this Act 
is enacted, but only if an application for such benefits is filed 
on or after the date of enactment of this Act. The amend- 
ments made by section 206 and by subsection (k) of section 
205 shall apply with respect to monthly benefits under title 
II of the Social Security Act for the month in which this 
Act is enacted and succeeding months. 

(b) In the case of any husband, widower, or parent 
who would not be entitled to benefits under section 202 (c) , 
section 202 (f), and section 202 (h), respectively, of the 
Social Security Act except for the enactment of section 205 


of this Act, the requirement in such section 202 (c), sec- 
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tion 202 (f), or section 202 (h), as the case may be, that 

proof of support be filed within a two-year period shall not 

apply if such proof is filed within two years after the month 
in which this Act is enacted. 

TITLE III—PROVISIONS RELATING TO. ELIGI- 
BILITY OF CLAIMANTS FOR SOCIAL SECU- 
RITY BENEFITS, AND MISCELLANEOUS PRO- 
VISIONS 

ELIGIBILITY OF SPOUSE FOR DEPENDENTS OR SURVIVORS 

BENEFITS 
Husband’s Insurance Benefits 

Sec. 301. (a) (1) Section 202 (c) of the Social 
Security Act is amended by redesignating paragraph (2) 
as paragraph (3) and adding after paragraph (1) the 
following new paragraph: 

“(2) The requirement in paragraph (1) that the indi- 
vidual entitled to old-age or disability insurance benefits be 
a currently insured individual, and the provisions of sub- 
paragraph (C) of such paragraph, shall not be applicable in 
the case of any husband who— 


“(A) in the month prior to the month of his mar- 


riage to such individual was entitled to, or on application 
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therefor and attainment of retirement age in such prior 

month would have been entitled to, benefits under sub- 

section (f) or (h) ; or 

“(B) in the month prior to the month of his mar- 
riage to such individual had attained age eighteen and 
was entitled to, or on application therefor would have 
been entitled to, benefits under subsection (d) .” 

(2) Section 216 (f) of such Act is amended to read as 
follows: 

“(f) The term ‘husband’ means the husband of an 
individual, but only if (1) he is the father of her son or 
daughter, (2) he was married to her for a period of not 
less than three years immediately preceding the day on 
which his application is filed, or (3) in the month prior to 
the month of his marriage to her (A) he was entitled to, 
or on application therefor and attainment of retirement age 
in such prior month would have been entitled to, benefits 
under subsection (f) or (h) of section 202, or (B) he had 
attained age eighteen and was entitled to, or on application 
therefor would have been entitled to, benefits under subsec- 
tion (d) of such section.” 

Widow’s Insurance Benefits 

(b) (1) Subparagraph (B) of section 202 (e) (3) 

of such Act is amended by striking out “but she is not 


his widow (as defined in section 216 (c))” and inserting 
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in lieu thereof ‘which occurs within one year after such 
marriage and he did not die a fully insured individual’. 

(2) Section 216 (c) of such Act is amended to read as 
follows: 

“(c) The term ‘widow’ (except when used in section 
202 (i)) means the surviving wife of an individual, but 
only if (1) she is the mother of his son or danghter, (2) 
she legally adopted his son or daughter while she was married 
to him and while such son or daughter was under the age 
of eighteen, (3) he legally adopted her son or daughter 
while she was married to him and while such son or daughter 
was under the age of eighteen, (4) she was married to him 
at the time both of them legally adopted a child under the 
age of eighteen, (5) she was married to him for a period of 
not less than one year immediately prior to the day on 
which he died, or (6) in the month prior to the month of 
her marriage to him (A) she was entitled to, or on applica- 
tion therefor and attainment of retirement age in such prior 
month would have been entitled to, benefits under subsection 
(e) or (h) of section 202, or (B) she had attained age 
eighteen and was entitled to, or on application therefor 


would have been entitled to, benefits under subsection (d) 


of such section.” 
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Widower’s Insurance Benefits 

(c) (1) Section 202 (f) of such Act is amended by 
redesignating paragraph (2) as paragraph (3) and by 
adding after paragraph (1) the following new paragraph: 

(2) The requirement in paragraph (1) that the 
deceased fully insured individual also be a currently insured 
individual, and the provisions of subparagraph (D) of such 
paragraph, shall not be applicable in the case of any indi- 
vidual who— 

“(A) in the month prior to the month of his 
marriage to such individual was entitled to, or on ap- 
plication therefor and attainment of retirement age in 
such prior month would have been entitled to, benefits 
under this subsection or subsection (h) ; or 

“(B) in the month prior to the month of his mar- 
riage to such individual had attained age eighteen and 
was entitled to, or on application therefor would have 
been entitled to, benefits under subsection (d).” 

(2) Section 216 (g) of such Act is amended to read 
as follows: 

‘““(g¢) The term ‘widower’ (except when used in section 
202 (i)) means the surviving husband of an individual, 
but only if (1) he is the father of her son or daughter, (2) 
he legally adopted her son or daughter while he was married 


to her and while such son or daughter was under the age 
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of eighteen, (3) she legally adopted his son or daughter 
while he was married to her and while such son or daughter 
was under the age of eighteen, (4) he was married to her 
at the time both of them legally adopted a child under the 
age of eighteen, (5) he was married to her for a period of 
not less than one year immediately prior to the day on which 
she died, or (6) in the month before the month of his 
marriage to her (A) he was entitled to, or on application 
therefor and attainment of retirement age in such prior 
month would have been entitled to, benefits under subsec- 
tion (f) or (bh) of section 202, or (B) he had attained age 
eighteen and was entitled to, or on application therefor 
would have been entitled to, benefits under subsection (d) 
of such section.”’ 
Definition of Wife 

(d) Section 216 (b) of such Act is amended by striking 
out “or” at the end of the clause (1), and by inserting before 
the period at the end thereof: “, or (3) in the month prior 
to the month of her marriage to him (A) was entitled to, 
or on application therefor and attainment of retirement age 
in such prior month would have been entitled to, benefits 
under subsection (e) or (h) of section 202, or (B) had 
attained age eighteen and was entitled to, or on application 


therefor would have been entitled to, benefits under subsection 


(d) of such section”. 
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Definition of Former Wife Divorced 

(e) Section 216 (d) of such Act is amended to read 
as follows: 

“(d) The term ‘former wife divorced’ means a woman 
divorced from an individual, but only if (1) she is the mother 
of his son or daughter, (2) she legally adopted his son or 
daughter while she was married to him and while such son 
or daughter was under the age of eighteen, (3) he legally 
adopted her son or daughter while she was married to him 
and while such son or daughter was under the age of eighteen, 
or (4) she was married to him at the time both of them 
legally adopted a child under the age of eighteen.” 

Effective Date 

(f) The amendments made |y this section shall apply 
with respect to monthly benefits under section 202 of the 
Social Security Act for months beginning after the date of 
enactment of this Act, but only if an application for such 
benefits is filed on or after such date, 

ELIGIBILITY OF CHILD FOR DEPENDENTS OR SURVIVORS 
BENEFITS 
Definition of Child 

Src. 302. (a) Section 216 (e) of such Act is amended 
to read as follows: 

“(e) The term ‘child’ means (1) the child or legally 


adopted child of an individual, and (2) in the ease of a 
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living individua!, a stepchild who has been such stepchild 
for not less than three years immediately preceding the 
day on which application for child’s benefits is filed, and 
(3) in the case of a deceased individual, a stepchild who 
has been such stepchild for not less than one year immedi- 
ately preceding the day on which such individual died. For 
purposes of clause (1), a person shall be deemed, as of 
the date of death of an individual, to be the legally adopted 
child of such individual if such person was at the time of 
such individual’s death living in such individual’s household 
and was legally adopted by such individual’s surviving spouse 
after such individual’s death but before the end of two 
years after the day on which such individual died; except 
that this sentence shall not apply if at the time of such 
individual’s death such person was receiving regular con 
tributions toward his support from someone other than such 
individual or his spouse, or from any public or private wel- 
fare organization which furnishes services or assistance for 
children.” 

) Effective Date 

(b) The amendment made by this section shall apply 
with respect to monthly benefits under section 202 of the 
Social Security Act for months beginning after the date of 


enactment of this Act, but only if an application for such 


benefits is filed on or after such date. 
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ELIGIBILITY OF REMARRIED WIDOWS FOR MOTHER'S 
INSURANCE BENEFITS 

SEC. 303. Section 202 (g) of the Social Security Act is 
amended by adding at the end thereof the following new 
paragraph : 
““(3) In the case of any widow or former wife divorced 
of an individual— 

‘*(A) who marries another individual, and 
‘“‘(B) whose marriage to the individual referred to 

in subparagraph (A) is terminated by his death but she 

is not his widow as defined in section 216 (c), 
the marriage to the individual referred to in clause (A) 
shall, for the purpose of paragraph (1), be deemed not to 
have occurred. No benefits shall be payable under this sub- 
section by reason of the preceding sentence for any month 
prior to whichever of the following is the latest: (i) the 
inonth in which the death referred to in subparagraph (B) 
of the preceding sentence occurs, (ii) the twelfth month 
before the month in which such widow or former wife 
divorced files application for purposes of this paragraph, 
or (iii) the month following the month in which this para- 


graph is enacted.” 
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ELIGIBILITY FOR PARENT’S INSURANCE BENEFITS 
Provisions Relating to Eligibility 

Sro. 304. (a) (1) So much of section 202 (h) (1) of 
the Social Security Act as precedes subparagraph (A) is 
amended to read as follows: 

“(1) Every parent (as defined in this subsection) of an 
individual who died a fully insured individual after 1939, 
if such parent—”. 

(2) The amendment made by this subsection shall apply 
with respect to monthly benefits under section 202 of the 
Social Security Act for months beginning after the date of 
enactment of this Act, but only if an application for such 
benefits is filed on or after such date. 

Deaths Before Effective Date 

(b) Where— 

(1) one or more persons were entitled (without 
the application of section 202 (j) (1) of the Social 
Security Act) to monthly benefits under section 202 of 
such Act for the month in which this Act is enacted on 
the basis of the wages and self-employment income of an 


individual; and 


(2) a person is entitled to a parent’s insurance 
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benefit under section 202 (h) of the Social Security 
Act for any subsequent month on the basis of such wages 
and self-employment income and such person would 
not be entitled to such benefit but for the enactment of 
this section; and 
(3) the total of the benefits to which all persons are 
entitled under section 202 of the Social Security Act on 
the basis of such wages and self-employment income for 
such subsequent month are reduced by reason of the ap- 
plication of section 203 (a) of such Act, 
then the amount of the benefit to which each such person 
referred to in paragraph (1) of this subsection is entitled 
for such subsequent month shall be increased, after the appli- 
cation of such section 203 (a), to the amount it would 
have been if no person referred to in paragraph (2) of this 
subsection was entitled to a parent’s insurance benefit for 
such subsequent month on the basis of such wages and self- 
employment income. 
Proof of Support in Cases of Deaths Before Effective Date 
(c) In the case of any parent who would not be entitled 
to parent’s benefits under section 202 (h) of the Social Secu- 
rity Act except for the enactment of this section, the require- 
ment in such section 202 (h) that proof of support be filed 
within two years of the date of death of the insured individual 


referred to therein shall not apply if such proof is filed within 
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Effective Date 
(b) The amendments made by this section shall apply 
with respect to monthly benefits under section 202 of the 
Social Security Act for months beginning after the date of 
enactment of this Act, but only if an application for such 
benefits is filed on or after such date. 
ELIMINATION OF MARRIAGE AS BASIS FOR TERMINATING 
CERTAIN SURVIVORS BENEFITS 
Child’s Insurance Benefits 
Src. 307. (a) Section 202 (d) of the Social Security 
Act is amended by inserting immediately after paragraph 
(5) thereof the following new paragraph: 
(6) In the case of a child who has attained the age of 
eighteen and who marries— 

“(A) an individual entitled to benefits under sub- 
section (a), (e), (f), (g), or (h) of this section or 
under section 223 (a), or 

“(B) another individual who has attained the age 
of eighteen and is entitled to benefits under this sub- 
section, 

such child’s entitlement to benefits under this subsection 
shall, notwithstanding the provisions of paragraph (1), not 
be terminated by reason of such marriage; except that, in 
the case of such a marriage to a male individual entitled to 


benefits under section 223 (a) or this subsection, the pre- 
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ceding provisions of this paragraph shall not apply with 
respect to benefits for months after the last month for which 
such individual is entitled to such benefits under section 223 
(a) or this subsection unless (i) he ceases to be so entitled 
by reason of his death or (ii) in the case of an individual 
who was entitled to benefits under section 223 (a), he is 
entitled, for the month following such last month, to benefits 
under subsection (a) of this section.” 
Widow’s Insurance Benefits 

(b) Section 202 (e) of such Act is amended by insert- 
ing at the end thereof the following new paragraph: 

“(4) In the case of a widow who marries— 

(A) an individual entitled to benefits under sub- 
section (f) or (h) of this section, or 
“(B) an individual who has attained the age of 

eighteen and is entitled to benefits under subsection (d), 
such widow’s entitlement to benefits under this subsection 
shall, notwithstanding the provisions of paragraph (1), not 
be terminated by reason of such marriage; except that, ir 
the case of such a marriage to an individual entitled to 
benefits under subsection (d), the preceding provisions of 
this paragraph shall not apply with respect to benefits for 
months after the last month for which such individual is 


entitled to such benefits under subsection (d) unless he 


ceases to be so entitled by reason of his death.” 
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Widower’s Insurance Benefits 
(c) Section 202 (f) of such Act is amended by adding 
at the end thereof the following new paragraph: 
‘*(4) In the case of a widower who marries— 
“(A) an individual entitled to benefits under sub- 
section (e), (g), or (h), or 
““(B) an individual who has attained the age of 
eighteen and is entitled to benefits under subsection (d), 
such widower’s entitlement to benefits under this subsection 
shall, notwithstanding the provisions of paragraph (1), 
not be terminated by reason of such marriage.” 
Mother’s Insurance Benefits 
(d) Section 202 (g) of such Act is amended by adding 
after paragraph (3) (added by section 303 of this Act) 
the following new paragraph: 
‘*(4) In the case of a widow or former wife divorced 
who marries— 
“(A) an individual entitled to benefits under sub- 
section (a), (f), or (h), or under section 223 (a), or 
‘*(B) an individual who has attained the age of 
eighteen and is entitled to benefits under subsection (d), 
the entitlement of such widow or former wife divorced to 
benefits under this subsection shall, notwithstanding the pro- 
visions of paragraph (1), not be terminated by reason of 


such marriage; except that, in the case of such a marriage 
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to an individual entitled to benefits under section 223 (a) or 
subsection (d) of this section, the preceding provisions of 
this paragraph shall not apply with respect to benefits for 
months after the last month for which such individual is 
entitled to such benefits under section 223 (a) or subsection 
(d) of this section unless (i) he ceases to be so entitled by 
reason of his death or (ii) in the case of an individual who 
was entitled to benefits under section 223 (a), he is entitled, 
for the month following such last month, to benefits under 
subsection (a) of this section.” 
Parent’s Insurance Benefits 

(e) Section 202 (h) of such Act is amended by add- 
ing at the end thereof the following new paragraph: 

“(4) In the case of a parent who marries— 

“(A) an individual entitled to benefits under this 
subsection or subsection (e), (f), or (g), or 
“(B) an individual who has attained the age of 

eighteen and is entitled to benefits under subsection 

(d), 
such parent’s entitlement to benefits under this subsection 
shall, notwithstanding the provisions of paragraph (1), not 
be terminated by reason of such marriage; except that, in 
the case of such a marriage to a male individual entitled 
to benefits under subsection (d), the preceding provisions 


of this paragraph shall not apply with respect to benefits 
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for months after the last month for which such individual 
is entitled to such benefits under subsection (d) unless he 
ceases to be so entitled by reason of his death.” 
Deduction Provisions 

(f) Subsection (c) of section 203 of such Act is 
amended by inserting “(1)” after “(ce)”, by redesignating 
subparagraphs (1) and (2) as subparagraphs (A) and 
(B), respectively, by striking out “paragraph (1)” and 
inserting in lieu thereof “subparagraph (A)”, and by add- 
ing at the end of such subsection the following new para- 
graph: 

“‘(2) Deductions shall be made from any child’s insur- 
ance benefit to which a child who has attained the age of 
eighteen is entitled or from any mother’s insurance benefit 
to which a person is entitled until the total of such deductions 
equals such child’s insurance benefit or benefits or mother’s 
insurance benefit or benefits under section 202 for any 
month— 

“(A) in which such child or person entitled to 
mother’s insurance benefit is married to an indi- 
vidual entitled to old-age insurance benefits under sec- 
tion 202 (a) who is under the age of seventy-two and 
for which month such individual is charged with any 
earnings under the provisions of subsection (e) of this 


section, or 
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“(B) in which such child or person entitled to 
mother’s insurance benefits is married to the indi- 
vidual referred to in subparagraph (A) and on seven 
or more different calendar days of which such indi- 
vidual engaged in noncovered remunerative activity out- 
side the United States.”’ 
Deductions on Account of Refusal To Accept Rehabilitation 
Services 

(g) Section 222 (b) of such Act is amended by insert- 
ing “(1)” after “(b)”, and by adding at the end thereof 
the following new paragraph: 

“‘(2) Deductions shall be made from any child’s in- 
surance benefit to which a child who has attained the age of 
eighteen is entitled or from any mother’s insurance benefit 
to which a person is entitled until the total of such deduc- 
tions equals such child’s insurance benefit or benfits or 
mother’s: insurance benefit or benefits under section 202 
for any month in which such child or person entitled to 
mother’s insurance benefits is married to an individual who 
is entitled to disability insurance benefits and in which such 
individual refuses to accept rehabilitation services and a 
deduction, on account of such refusal, is imposed under 
paragraph (1). If both this paragraph and paragraph (3) 
are applicable to a child’s insurance benefit for any month, 


only an amount equal to such benefit shall be deducted.” 
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Effective Date 

(h) (1) The amendments made by this section (other 
than by subsections (f) and (g)) shall apply with respect 
to monthly benefits under section 202 of the Social Security 
Act for months following the month in which this Act is 
enacted; except that in any case in which benefits were ter- 
minated with the close of the month in which this Act is 
enacted or any prior month and, if the amendments made by 
this section had been in effect for such month, such benefits 
would not have been terminated, the amendments made by 
this section shall apply with /respect to monthly benefits 
under section 202 of the Social Security Act for months 
beginning after the date of enactment of this Act, but only 
if an application for such benefits is filed after such date. 

(2) The amendment made by subsection (f) shall ap- 
ply with respect to monthly benefits under section 202 (d) 
of the Social Security Act for months in any taxable year, 
of the individual on the basis of whose wages and self-em- 
ployment income such benefits are payable, beginning after 
the month in which this Act is enacted. 

(3) The amendments made by subsection (g) shall 
apply with respect to monthly benefits under section 202 of 
the Social Security Act for months, occurring after the month 


in which this Act is enacted, in which a deduction is incurred 
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under paragraph (1) of section 222 (b) of the Social Se- 
curity Act. 
AMOUNT WHICH MAY BE EARNED WITHOUT LOSS OF 
BENEFITS 

Src. 308. (a) Section 203 (e) (2) of such Act is 
amended by striking out “last month” and “preceding 
month” wherever they appear and substituting in lieu thereof 
“first month” and “succeeding month’, respectively. 

(b) Section 203 (e) (3) (A) of such Act is amended 
by striking out “the term ‘last month of such taxable year’ 
means the latest month” and substituting in lieu thereof 
“the term ‘first month of such taxable year’ means the 
earliest month”, 

(c) Subsections (e) (2) (D) and (e) (3) (B) (ii) 
of section 203 of such Act are each amended by striking 
out “$80” and inserting in lieu thereof “$100”. 

(d) Section 203 (g) (1) of such Act is amended to 
read as follows: 

“(g) (1) (A) If an individual is entitled to any 
monthly insurance benefit under section 202 during any 
taxable year in which he has earnings or wages, as com- 
puted pursuant to paragraph (4) of subsection (e), in 


excess of the product of $100 times the number of months 
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in such year, such individual (or the individual who is in 
receipt of such benefit on his behalf) shall make a report to 
the Secretary of his earnings (or wages) for such taxable 
year. Such report shall be made on or before the fifteenth 
day of the fourth month following the close of such year, 
and shall contain such information and be made in such 
manner as the Secretary may by regulations prescribe. Such 
report need not be made for any taxable year (i) beginning 
with or after the month in which such individual attained 
the age of 72, or (ii) if benefit payments for all months (in 
such taxable year) in which such individual is under age 72 
have been suspended for all such months of such year under 
the provisions of the first sentence of paragraph (3) of this 
subsection. 

“(B) If the benefit payments of an individual have 
been suspended for all months in any taxable year under 
the provisions of the first sentence of paragraph (3) of sub- 
section (g), no benefit payment shall be made to such 
individual for any such month in such taxable year after the 
expiration of the period of three years, three months, and 
fifteen days following the close of such taxable year unless 
within such period the individual, or some other person 
entitled to benefits under this title on the basis of the same 


wages and self-employment income, files with the Secretary 
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information showing that a benefit for such month is payable 
to such individual.” 

(e) Section 203 (1) of such Act is amended by striking 
out “(g)” and inserting in lieu thereof “(g) (1) (A)”. 

(f) The amendments made by this section shall be 
applicable with respect to taxable years beginning after the 
month in which this Act is enacted. 
REPRESENTATION OF CLAIMANTS BEFORE SECRETARY OF 

HEALTH, EDUCATION, AND WELFARE 

Src. 309. The second sentence of section 206 of the 
Social Security Act is amended by striking out “upon filing 
with the Administrator a certificate of his right to so practice 
from the presiding judge or clerk of any such court”. 
OFFENSES UNDER TITLE II OF THE SOCIAL SECURITY AOT 

Src. 310. Section 208 of the Social Security Act is 
amended to read as follows: 

“PENALTIES 

“Sro. 208. Whoever— 

“(a) for the purpose of causing an increase in any 
payment authorized to be made under this title, or for 
the purpose of causing any payment to be made where 
no payment is authorized under this title, shall make or 


cause to be made any false statement or representation 
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(including any false statement or representation in con- 
nection with any matter arising under subchapter E of 
chapter 1, or subchapter A or E of chapter 9 of the 
Internal Revenue Code of 1939, or chapter 2 or 21 or 


subtitle F of the Internal Revenue Code of 1954) as to— 
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“‘(1) whether wages were paid or received for 
employment (as said terms are defined in this title 
and the Internal Revenue Code), or the amount of 
wages or the period during which paid or the person 
to whom paid; or 

“(2) whether net earnings from self-employ- 
ment (as such term is defined in this title and in the 
Internal Revenue Code) were derived, or as te 
the amount of such net earnings or the period dur- 
ing which or the person by whom derived; or 

“(3) whether a person entitled to benefits 
under this title had earnings in or for a particular 
period (as determined under section 203 (e) of 
this title for purposes of deductions from benefits) , 
or as to the amount thereof; or 


“(b) makes or causes to be made any false state- 


ment or representation of a material fact in any appli- 
cation for any payment or for a disability determination 


under this title; or 


“(c) at any time makes or causes to be made any 
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false statement or representation of a material fact for 
use in determining rights to payment under this title; or 
“(d) having knowledge of the occurrence of any 
event affecting (1) his initial or continued right to any 
payment under this title, or (2) the initial or continued 
right to any payment of any other individual in whose 
behalf he has applied for or is receiving such payment, 
conceals or fails to disclose such event with an intent 
fraudulently to secure payment either in a greater 
amount than is due or when no payment is authorized; 
or 
“(e) having made application to receive payment 
under this title for the use and benefit of another and 
having received such a payment, knowingly and willfully 
converts such a payment, or any part thereof, to a use 
other than for the use and benefit of such other person; 
shall be guilty of a misdemeanor and upon conviction thereof 
shall be fined not more than $1,000 or imprisoned for not 
more than one year, or both.” 
SICK-LEAVE PAY OF STATE AND LOCAL EMPLOYEES 
Src. 311. (a) Subsection (i) of section 209 of the Social 
Security Act is amended by inserting immediately before 
the semicolon a period and the following: “As used in this 
subsection, the term ‘sick pay’ includes remuneration for 


service in the employ of a State, or a political subdivision 
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(as defined in section 218 (b) (2)) of a State, or an 
instrumentality of two or more States, paid to an employee 
thereof for a period during which he was absent from work 
because of sickness’”’. 

(b) The amendment made by subsection (a) shall be 
applicable to remuneration paid after the enactment of this 
Act, except that, in the case of any coverage group which 
is included under the agreement of a State under section 218 
of the Social Security Act, the amendment made by subsection 
(a) shall also be applicable to remuneration for any member 
of such coverage group with respect to services performed 
after the effective date, specified in such agreement, for such 
coverage group, if such State has paid or agrees, prior to Jan- 
uary 1, 1959, to pay, prior to such date, the amounts which 
under section 218 (e) would have been payable with respect 
to remuneration of all members of such coverage group had 
the amendment made by subsection (a) been in effect on and 
after January 1, 1951. Failure by a State to make such 
payments prior to January 1, 1959, shall be treated the same 
as failure to make payments when due under section 218 (e). 
EXTENSION OF COVERAGE IN CONNECTION WITH GUM RESIN 

PRODUCTS 

Src. 312. (a) Section 210 (a) (1) of the Social 

Security Act is amended to read as follows: 


““(1) Service performed by foreign agricultural 
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workers (A) under contracts entered into in accord- 
ance with title V of the Agricultural Act of 1949, as 
amended, or (B) lawfully admitted to the United States 
from the Bahamas, Jamaica, and the other British 
West Indies, or from any other foreign country or 
possession thereof, on a temporary basis to perform 
agricultural labor ;”. 

(b) The amendment made by subsection (a) shall apply 


with respect to service performed after 1958. 


EMPLOYMENT FOR NONPROFIT ORGANIZATION 


SEo. 313. (a) Section 210 (a) (8) (B) of title II of 


the Social Security Act is amended to read as follows: 


“(B) Service performed in the employ of a reli- 
gious, charitable, educational, or other organization de- 
scribed in section 501 (c) (3) of the Internal Revenue 
Code of 1954, which is exempt from income tax under 
section 501 (a) of such Code, but this subparagraph 
shall not apply to service performed during the period 
for which a certificate, filed pursuant to section 3121 
(k) of the Internal Revenue Code of 1954, is in effeet 
if such service is performed by an employee— 

“(i) whose signature appears on the list filed 

by such organization under such section 3121 (k), 


“(ii) who became an employee of such organi- 
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zation after the calendar quarter in which the cer- 
tificate (other than a certificate referred to in clause 
(iii) ) was filed, or 
“ (iii) who, after the calendar quarter in which 
the certificate was filed with respect to a group 
described in paragraph (1) (E) of such section 
3121 (k), became a member of such group, 
except that this subparagraph shall apply with respect 
to service performed. by an employee as a member of 

a group described in such paragraph (1) (E) with 

respect to which no certificate is in effect;”. 

(b) The amendment made by subsection (a) shall 
apply with respect to certificates filed under section 3121 
(k) (1) of the Internal Revenue Code of 1954 after the 
date of enactment of this Act. 

PARTNER'S TAXABLE YEAR ENDING AS RESULT OF DEATH 

Sec. 314. (a) Section 211 of the Social Security Act is 
amended by adding at the end thereof the following new 
subsection : 

“‘Partner’s Taxable Year Ending as Result of Death 

“(f) In computing a partner’s net earnings from self- 
employment for his taxable year which ends as a result of his 
death (but only if such taxable year ends within, and not 


with, the taxable year of the partnership) , there shall be in- 
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cluded so much of the deceased partner’s distributive share 
of the partnership’s ordinary income or loss for the partner- 
ship taxable year as is not attributable to an interest in the 
partnership during any period beginning on or after the first 
day of the first calendar month following the month in which 
such partner died. For purposes of this subsection— 

“(1) in determining the portion of the distributive 
share which is attributable to any period specified in the 
preceding sentence, the ordinary income or loss of the 
partnership shall be treated as having been realized or 
sustained ratably over the partnership taxable year; and 

“(2) the term ‘deceased partner’s distributive 
share’ includes the share of his estate or of any other 
person succeeding, by reason of his death, to rights with 
respect to his partnership interest.” 

(b) The amendment made by subsection (a) shall 
apply— 

(1) with respect to individuals who die after the 
date of the enactment of this Act, and 

(2) with respect to any individual who died after 
1955 and on or before the date of the enactment of this 
Act, but only if the requirements of section 403 (b) (2) 


of this Act are met. 
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1 GRATUITOUS WAGE CREDITS FOR AMERICAN CITIZENS WHO 


2 SERVED IN THE ARMED FORCES OF ALLIED COUNTRIES 

3 General Rule 

4 Sro. 315. (a) Section 217 of such Act is amended by 
5 adding at the end thereof the following new subsection: 

6 “(h) (1) For the purposes of this section and section 
7 215 (d), any individual who the Secretary finds— 

8 ““(A) served during World War II (as defined in 
9 subsection (d) (1)) in the active military or naval 
10 service of a country which was on September 16, 1940, 
11 at war with a country with which the United States 
12 was at war during World War II; 

13 “*(B) entered into such active service on or before 


14 December 8, 1941; 


15 “(C) was a citizen of the United States through- 
16 out such period of service or lost his United States 
17 citizenship solely because of his entrance into such 
18 service ; 

19 ““(D) had resided in the United States for a period 
20 or periods aggregating four years during the five-year 
21 period ending on the day of, and was domiciled in the 
22 United States on the day of, such entrance into such 
23 active service; and 

24 “(E) (i) was discharged or released from such 
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service under conditions other than dishonorable after 

active service of ninety days or more or by reason of a 

disability or injury incurred or aggravated in service in 

line of duty, or 
“(ii) died while in such service, 
shall be considered a World War II veteran (as defined in 
subsection (d) (2)) and such service shall be considered 
to have been performed in the active military or naval serv- 
ice of the United States. 

“‘(2) In the case of any individual to whom paragraph 

(1) applies, proof of support required under section 202 
(h) may be filed by a parent at any time prior to the ex- 
piration of two years after the date of such individual’s 
death or the date of the enactment of this subsection, which- 
ever is the later.” 

Reimbursement to Disability Insurance Trust Fund 

(b) (1) Section 217 (g) (1) of the Social Security 
Act is amended by deleting “Trust Fund” and inserting in 
lieu thereof “Trust Funds”. 

(2) Section 217 (g) (2) of the Social Security Act is 
amended by deleting “the Trust Fund” each time it appears 
therein and inserting in lieu thereof “the Federal Old-Age 
and Survivors Insurance Trust Fund” the first time and 


“such Trust Fund” the other times. 
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Effective Date 

(c) (1) The amendment made by subsection (a) 
shall apply only with respect to (A) monthly benefits 
under sections 202 and 223 of the Social Security Act for 
months after the month in which this Act is enacted, (B) 
lump-sum death payments under such section 202 in the 
case of deaths occurring after the month in which this Act 
is enacted, and (C) periods of disability under section 216 
(i) in the case of applications for a disability determination 
filed after the month in which this Act is enacted. 

(2) In the case of any individual— 

(A) who is a World War II veteran (as defined 
in section 217 (d) (2) of the Social Security Act) 
wholly or partly by reason of service described in section 
217 (h) (1) (A) of such Act; and 

(B) who (i) became entitled to old-age insurance 
benefits under section 202 (a) of the Social Security 
Act or to disability insurance benefits under section 223 
of such Act prior to the first day of the month follow- 
ing the month in which this Act is enacted, or (ii) 
died prior to such first day, and whose widow, former 
wife divorced, widower, child, or parent is entitled for 
the month in which this Act is enacted, on the basis of 
his wages and self-employment income, to a monthly 


benefit under section 202 of such Act; and 
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(C) any part of whose service described in section 
217 (h) (1) (A) of the Social Security Act was not 
included in the computation of his primary insurance 
amount under section 215 of such Act but would have 
been included in such computation if the amendment 
made by subsection (a) of this section had been effective 
prior to the date of such computation, 
the Secretary of Health, Education, and Welfare shall, not- 
withstanding the provisions of section 215 (f) (1) of the 
Social Security Act, recompute the primary insurance 
amount of such individual upon the filing of an application, 
after the month in which this Act is enacted, by him 
or (if he has died without filing such an application) by 
any person entitled to monthly benefits under section 202 
of the Social Security Act on the basis of his wages and 
self-employment income. Such recomputation shall be made 
only in the manner provided in title II of the Social Security 
Act as in effect at the time of the last previous computation 
or recomputation of such individual’s primary insurance 
amount, and as though application therefor was filed in the 
month in which application for such last previous computa- 
tion or recomputation was filed. No recomputation made 
under this subsection shall be regarded as a recomputation 
under section 215 (f) of the Social Security Act. Any such 


recomputation shall be effective for and after the twelfth 
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month before the month in which the application is filed, but 
in no case for the month in which this Act is enacted or 
any prior month. 
POSITIONS COVERED BY STATE AND LOCAL RETIREMENT 

SYSTEMS 

Division of Retirement Systems 

SEO. 316. (a) (1) Section 218 (d) (6) of the Social 
Security Act is amended to read as follows: 

“(6) (A) If a retirement system covers positions of 
employees of the State and positions of employees of one or 
more political subdivisions of the State, or covers positions 
of employees of two or more political subdivisions of the 
State, then, for purposes of the preceding paragraphs of this 
subsection, there shall, if the State so desires, be deemed to 
be a separate retirement system with respect to any one or 
more of the political subdivisions concerned and, where the 
retirement system covers positions of employees of the 
State, a separate retirement system with respect to the State 
or with respect to the State and any one or more of the 
political subdivisions concerned. 

“(B) If a retirement system covers positions of em- 
ployees of one or more institutions of higher learning, then, 
for purposes of such preceding paragraphs there shall, if the 
State so desires, be deemed to be a separate retirement sys- 


tem for the employees of each such institution of higher 
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learning. For the purposes of this subparagraph, the term 
‘institutions of higher learning’ includes junior colleges and 
teachers colleges. 

“(C) For the purposes of this subsection, any 
retirement system established by the State of California, 
Connecticut, Florida, Georgia, Massachusetts, Minnesota, 
New York, North Dakota, Pennsylvania, Rhode Island, 
Tennessee, Washington, Wisconsin, or the Territory of Ha- 
waii, or any political subdivision of any such State or Terri- 
tory, which, on, before, or after the date of enactment of this 
subparagraph is divided into two divisions or parts, 
one of which is composed of positions of members of such 
system who desire coverage under an agreement under this 
section and the other of which is composed of positions of 
members of such system who do not desire such coverage, 
shall, if the State or Territory so desires and if it is provided 
that there shall be included in such division or part composed 
of members desiring such coverage the positions of individ- 
uals who become members of such system after such cover- 
age is extended, be deemed to be a separate retirement sys- 
tem with respect to each such division or part. 

“(D) The position of any individual which is covered by 
any retirement system to which subparagraph (C) is appli- 
cable shall, if such individual is ineligible to become a mem- 


ber of such system on August 1, 1956, or, if later, the day 
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he first occupies such position, be deemed to be covered 
by the separate retirement system consisting of the positions 
of members of the division or part who do not desire cover- 
age under the insurance system established under this title. 

‘“‘(E) An individual who is in a position covered by a 
retirement system to which subparagraph (C) is applicable 
and who is not a member of such system but is eligible to 
become a member thereof shall, for purposes of this subsec- 
tion (other than paragraph (8) ) be regarded as a member 
of such system; except that, in the case of any retirement 
system a division or part of which is covered under the 
agreement (either in the original agreement or by a modi- 
fication thereof) , which coverage is agreed to prior to 1960, 
the preceding provisions of this subparagraph shall apply 
only if the State so requests and any such individual re- 
ferred to in such preceding provisions shall, if the State so 
requests, be treated, after division of the retirement system 
pursuant to such subparagraph (C), the same as individuals 
in positions referred to in subparagraph (F). 

“(F) In the case of any retirement system divided pur- 
suant to subparagraph (C), the position of any member of 
the division or part composed of positions of members who 
do not desire coverage may be transferred to the separate 
retirement system composed of positions of members who 


desire such coverage if it is so provided in a modification of 
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such agreement which is mailed, or delivered by other 
means, to the Secretary prior to 1960 or, if later, the expira- 
tion of one year after the date on which such agreement, or 
the modification thereof making the agreement applicable to 
such separate retirement system, as the case may be, is 
agreed to, but only if, prior to such modification or such 
later modification, as the case may be, the individual occu- 
pying such position files with the State a written request 
for such transfer. 

“(G@) For the purposes of this subsection, in the case 
of any retirement system of the State of Florida, Georgia, 
Minnesota, North Dakota, Pennsylvania, Washington, or 
the Territory of Hawaii which covers positions of employees 
of such State or Territory who are compensated in whole 
or in part from grants made to such State or Territory under 
title III, there shall be deemed to be, if such State or Terri- 
tory so desires, a separate retirement system with respect to 
any of the following: 

(i) the positions of such employees; 

“(ii) the positions of all employees of such State 
or Territory covered by such retirement system who are 
employed in the department of such State or Territory 
in which the employees referred to in clause (i) are 


employed; or 
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“(iii) employees of such State or Territory cov- 
ered by such retirement system who are employed in 
such department of such State or Territory in positions 

other than those referred to in clause (i).” 

(2) Paragraph (7) of section 218 (d) of such Act is 
amended by striking out “ (created under the fourth sentence 
of paragraph (6) )” and inserting in lieu thereof “(created 
under subparagraph (C) of paragraph (6) or the corre- 
sponding provision of prior law)”’; and by striking out “the 
fourth and fifth sentences of paragraph (6)” and inserting 
in lieu thereof “subparagraphs (C) and (D) of paragraph 
(6)”. 

(3) The second sentence of paragraph (2) of section 
218 (k) of such Act is amended by striking out “the pre- 
ceding sentence” and inserting in lien thereof “the first sen- 
tence of this paragraph’. The last sentence of such para- 
graph is amended by striking out “the fourth sentence ol 
subsection (d) (6)” and inserting in lieu thereof “sub- 
paragraph (C) of subsection (d) (6). Such paragraph 
is further amended by inserting after the first sentence the 
following new sentence: “An individual who is in a position 
covered by a retirement system divided pursuant to the 
preceding sentence and who is not a member of such system 
but is eligible to become a member thereof shall, for purposes 


of this subsection, be regarded as a member of such system. 
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Coverage under the agreement of any such individual shall 
be provided under the same conditions, to the extent prac- 
ticable, as are applicable in the case of the States to which 
the provisions of subsection (d) (6) (C) apply.” 
Coverage Under Other Retirement Systems 

(b) Section 218 (d) of such Act is amended by adding 
at the end thereof the following new paragraph: 

(8) (A) Notwithstanding paragraph (1), if under the 
provisions of this subsection an agreement is, after December 
31, 1958, made applicable to service performed in positions 
covered by a retirement system, service performed by an 
individual in a position covered by such a system may not be 
excluded from the agreement because such position is also 
covered under another retirement system. 

“(B) Subparagraph (A) shall not apply to service 
performed by an individual in a position covered under a 
retirement system if such individual, on the day the agree- 
ment is made applicable to service performed in positions cov- 
ered by such retirement system, is not a member of such 
system and is a member of another system. 

“‘(C) If an agreement is made applicable, prior to 1959, 
to service in positions covered by any retirement system, the 
preceding provisions of this paragraph shall be applicable 


in the case of such system if the agreement is modified to so 


provide. 
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68 
il] 1 “(D) Except in the case of agreements with the States 
C- 2 named in subsection (p) and agreements with interstate 
‘h 3 instrumentalities, nothing in this paragraph shall authorize 
4 the application of an agreement to service in any policeman’s 


5 or fireman’s position.” 


g 6 Retroactive Coverage 

7 (c) (1) Section 218 (f) of such Act is amended 
e 8 by inserting “(1)” immediately after “(f)”, by redesignat- 
T 9 ing clauses (1), (2), (3), and (4) thereof as clauses (A), 
S 10 (B), (C), and (D), respectively, and by adding at the 
n 11 end thereof the following new paragraph: 
( 12 ‘*(2) In the case of service performed by members 
0 13 of any coverage group— 

14 (A) to which an agreement under this section 
e 15 is made applicable, and 
4 16 “(B) with respect to which the agreement, or 
. 17 modification thereof making the agreement so applicable, 
; 18 specifies an effective date earlier than the date of execu- 
19 tion of such agreement and such modification, re- 

20 spectively, 


21 the agreement shall, if so requested by the State, be ap- 
: 22 plicable to such services (to the extent the agreement was 
23 not already applicable) performed before such date of execu- 
24 tion and after such effective date by any individual as a 


25 member of such coverage group if he is such a member on 
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a date, specified by the State, which is earlier than such date 
of execution, except that in no case may the date so specified 
be earlier than the date such agreement or such modification, 
as the case may be, is mailed, or delivered by other means, 
to the Secretary.” 

(2) The amendment made by this subsection shall ap- 
ply in the case of any agreement, or modification of an 
agreement, under section 218 of the Social Security Act, 
which is executed after the date of enactment of this Act. 

POLICEMEN AND FIREMEN OF INTERSTATE INSTRU- 
MENTALITIES 

Src. 317. Subsection (k) of section 218 of the Social 
Security Act is amended by adding at the end thereof the 
following new. paragraph: 

(3) Any agreement with any instrumentality of two 
or more States entered into pursuant to this Act may, 
notwithstanding the provisions of subsection (d) (5) (A) 
and the references thereto in subsections (d) (1) and (d) 
(3), apply to service performed by employees of such in- 
strumentality im any policeman’s or fireman’s position covered 
by a retirement system, but only upon compliance, to the 
extent practicable, with the requirements of subsection (d) 
(3). For the purpose of the preceding sentence, a retire- 
ment system which covers positions of policemen or firemen, 


or both, and other positions shall, if the instrumentality con- 
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cerned so desires, be deemed to be a separate retirement 
system with respect to the positions of such policemen or 
firemen, or both, as the case may be.” 
TITLE IV—AMENDMENTS TO THE INTERNAL 
REVENUE CODE OF 1954 
CHANGES IN TAX SCHEDULES 
Self-Employment Income Tax 

Sec. 401. (a) Section 1401 of the Internal Revenue 
Code of 1954 (relating to rate of tax on self-employment 
income) is amended to read as follows: 

“SEC. 1401. RATE OF TAX. 

“In addition to other taxes, there shall be imposed for 
each taxable year, on the self-employment income of every 
individual, a tax as follows: 

“(1) in the case of any taxable year beginning 

after December 31, 1958, and before January 1, 1960, 

the tax shall be equal to 32 percent of the amount of 

the self-employment income for such taxable year; 
‘*(2) in the case of any taxable year beginning after 

December 31, 1959, and before January 1, 1963, the 

tax shall be equal to 44 percent of the amount of the 

self-employment income for such taxable year; 


“(3) in the case of any taxable year beginning 
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after December 31, 1962, and before January 1, 1966, 

the tax shall be equal to 5} percent of the amount of 

the self-employment income for such taxable year; 
“(4) in the case of any taxable year beginning 

after December 31, 1965, and before January 1, 1969, 

the tax shall be equal to 6 percent of the amount of 

the self-employment income for such taxable year; and 
(5) in the case of any taxable year beginning 
after December 31, 1968, the tax shall be equal to 

64 percent of the amount of the self-employment income 

for such taxable year.” 

Tax on Employees 

(b) Section 3101 of such Code (relating to rate of tax 
on employees under the Federal Insurance Contributions 
Act) is amended to read as follows: 

“SEC. 3101. RATE OF TAX. 

“In addition to other taxes, there is hereby imposed 
on the income of every individual a tax equal to the follow- 
ing percentages of the wages (as defined in section 3121 
(a) ) received by him with respect to employment (as 
defined in section 3121 (b) )— 

““(1) with respect to wages received during the 


calendar year 1959, the rate shall be 24 percent; 
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“(2) with respect to wages received during the 
calendar years 1960 to 1962, both inclusive, the rate 
shall be 3 percent; 

“‘(3) with respect to wages received during the 
calendar years 1963 to 1965, both inclusive, the rate 
shall be 34 percent; 

“(4) with respect to wages received during the 
calendar years 1966 to 1968, both inclusive, the rate 
shall be 4 percent; and 

(5) with respect to wages received after Decem- 
ber 31, 1968, the rate shall be 44 percent.” 

Tax on Employers 

(c) Section 3111 of such Code (relating to rate of tax 
on employers under the Federal Insurance Contributions 
Act) is amended to read as follows: 

“SEC. 3111. RATE OF TAX. 

“In addition to other taxes, there is hereby imposed on 
every employer an excise tax, with respect to having indi- 
viduals in his employ, equal to the following percentages of 
the wages (as defined in section 3121 (a)) paid by him 
with respect to employment (as defined in section 3121 
(b))— 

“(1) with respect to wages paid during the calen- 
dar year 1959, the rate shall be 24 percent; 


“(2) with respect to wages paid during the calen- 
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dar years 1960 to 1962, both inclusive, the rate shall be 
3 percent; 
(3) with respect to wages paid during the calen 
dar years 1963 to 1965, both inclusive, the rate shall be 
34 percent; 
(4) with respect to wages paid during the calen- 
dar years 1966 to 1968, both inclusive, the rate shall be 
4 percent; and 
“(5) with respect to wages paid after December 
31, 1968, the rate shall be 44 percent.” 
Effective Dates 
(d) The amendment made by subsection (a) shall 
apply with respect to taxable years beginning after Decem- 
ber 31, 1958. The amendments made by subsections (b) 
and (c) shall apply with respect to remuneration paid after 
December 31, 1958. 
INCREASE IN TAX BASE 
Definition of Self-Employment Income 
Src. 402. (a) (1) Subparagraph (B) of section 1402 
(b) (1) of the Internal Revenue Code of 1954 is amended 
to read as follows: 
“(B) for any taxable year ending after 1954 
and before 1959, (i) $4,200, minus (ii) the 
amount of the wages paid to such individual during 


the taxable year; and”. 
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(2) Paragraph (1) of section 1402 (b) of such Code 
is further amended by adding at the end thereof the following 
new subparagraph : 
““(C) for any taxable year ending after 1958, 
(i) $4,800, minus (ii) the amount of the wages 
paid to such individual during the taxable year; or’. 
Definition of Wages 
(b) Section 3121 (a) of such Code (relating to the 
definition of wages) is‘amended by striking out “$4,200” 
wherever it appears and inserting in lieu thereof “$4,800”, 
Federal Service 
(c) Section 3122 of such Code (relating to Federal 
service) is amended by striking out “$4,200” wherever it 
appears and inserting in lieu thereof “$4,800”. 
Refunds 
(d) (1) Paragraph (1) of section 6413 (c) of such 
Code is amended to read as follows: 

(1) IN GENERAL.—If by reason of an employee 
receiving wages from more than one employer during a 
calendar year after the calendar year 1950 and prior to 
the calendar year 1955, the wages received by him during 
such year exceed $3,600, the employee shall be entitled 
(subject to the provisions of section 31 (b)) to a credit 
or refund of any amount of tax, with respect to such 


wages, imposed by section 1400 of the Internal Revenue 
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Code of 1939 and deducted from the employee’s wages 
(whether or not paid to the Secretary or his delegate) , 
which exceeds the tax with respect to the first $3,600 
of such wages received; or if by reason of an employee 
receiving wages from more than one employer (A) 
during any calendar year after the calendar year 1954 
and prior to the calendar year 1959, the wages received 
by him during such year exceed $4,200, or (B) during 
any calendar year after the calendar year 1958, the 
wages received by him during such year exceed 
provisions of section 31 (b)) to a credit or refund of 
any amount of tax, with respect to such wages, imposed 
by section 3101 and deducted from the employee’s 
wages (whether or not paid to the Secretary or his 
delegate), which exceeds the tax with respect to the 
first $4,200 of such wages received in such calendar 
year after 1954 and before 1959, or which exceeds the 
tax with respect to the first $4,800 of such wages 
received in such calendar year after 1958.” 


(2) Subparagraph (A) of section 6413 (c) (2) of 


such Code is amended to read as follows: 


“(A) FEDERAL EMPLOYEES.—In the case_of 
remuneration received from the United States or a 
wholly owned instrumentality thereof during any 


calendar year, each head of a Federal agency or 
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instrumentality who makes a return pursuant to 
section 3122 and each agent, designated by the head 
of a Federal agency or instrumentality, who makes 
a return pursuant to such section shall, for purposes 
of this subsection, be deemed a separate employer, 
and the term ‘wages’ includes for purposes of this 
subsection the amount, not to exceed $3,600 for the 
calendar year 1951, 1952, 1953, or 1954, $4,200 
for the calendar year 1955, 1956, 1957, or 1958, 
or $4,800 for any calendar vear after 1958, deter- 
mined by each such head or agent as constituting 
wages paid to an employee.” 
Effective Date 
(e) The amendments made by subsections (b) and (e) 
shall be applicable only with respect to remuneration paid 
after 1958. 
PARTNER'S TAXABLE YEAR ENDING AS RESULT OF DEATH 
General Rule 
Sec. 403. (a) Section 1402 of the Intertial Revenue 
Code of 1954 is amended by adding at the end thereof the 
following new subsection : 
“(f) PARTNER'S TAXABLE -YEAR ENDING AS THE 
RESULT OF DEATH.—In computing a partner’s net earnings 
from self-employment for. his.taxable’ year.which ends as a 


result of his death (but only if such taxable. year ends withiv, 
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and not with, the taxable year of the partnership), there 
shall be included so much of the deceased partner’s distribu- 
tive share of the partnership’s ordinary income or loss for 
the partnership taxable year as is not attributable to an 
interest in the partnership during any period beginning on 
or after the first day of the first calendar month following 
the month in which such partner died. For purposes of this 
subsection— 

(1) in determining the portion of the distributive 
share which is attributable to any period specified in the 
preceding sentence, the ordinary income or loss of the 
partnership shall be treated as having been realized or 
sustained ratably over the partnership taxable year; and 

(2) the term ‘deceased partner’s distributive 
share’ includes the share of his estate or of any other 
person succeeding, by reason of his death, to rights with 
respect to his partnership interest.”’ 

Effective Date 
(b) (1) Except as provided in paragraph (2), the 
amendment made by subsection (a) shall apply only with 
respect to individuals who die after the date of the enact- 
ment of this Act. 
(2) In the case of an individual who died after 1955 and 
on or before the date of the enactment of this Act, the amend- 


ment made by subsection (a) shall apply only if— 
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(A) before January 1, 1960, there is filed a return 
(or amended return) of the tax imposed by chapter 2 
of the Internal Revenue Code of 1954 for the taxable 
year ending as a result of his death, and 

(B) in any case where the return is filed solely 
for the purpose of reporting net earnings from self-em- 
ployment resulting from the amendment made by sub- 
section (a), the return is accompanied by the amount 
of tax attributable to such net earnings. 

In any case described in the preceding sentence, no interest 

or penalty shall be assessed or collected on the amount of 

any tax due under chapter 2 of such Code solely by reason 

of the operation of section 1402 (f) of such Code. 

SERVICE IN CONNECTION WITH GUM RESIN PRODUCTS 

Sec. 404. (a) Section 3121 (b) (1) of the Internal 

Revenue Code of 1954 (relating to definition of employ- 

ment) is amended to read as follows: 

‘““(1) service performed by foreign agricultural 
workers (A) under contracts entered into in accord- 
ance with title V of the Agricultural Act of 1949, as 
amended (65 Stat. 119; 7 U. S. ©. 1461-1468), or 
(B) lawfully admitted to the United States from the 
Bahamas, Jamaica, and the other British West Indies, 
or from any other foreign country or possession thereof, 


on a temporary basis to perform agricultural labor;”. 
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(b) The amendment made by subsection (a) shall 
apply with respect to service performed after 1958. 

NONPROFIT ORGANIZATION’S WAIVER CERTIFICATES 

Src. 405. (a) Section 3121 (k) (1) of the Internal 


Revenue Code of 1954 is amended to read as follows: 


(1) WAIVER OF EXEMPTION BY ORGANIZA- 


TION.— 


‘““(A) An organization described in section 501 
(c) (3) which is exempt from income tax under 
section 501 (a) may file a certificate (in such form 
and manner, and with such official, as may be pre- 
scribed by regulations made under this chapter) 
certifying that it desires to have the insurance sys- 
tem established by title II of the Social Security 
Act extended to service performed by its employees 
and that at least two-thirds of its employees concur 
in the filing of the certificate. Such certificate may 
be filed only if it is accompanied by a list contain- 
ing the signature, address, and social security ac- 
count number (if any) of each employee who 
concurs in the filing of the certificate. Such list 
may be amended at any time prior to the expira- 
tion of the twenty-fourth month following the calen- 
dar quarter in which the certificate is filed by filing 


with the prescribed official a supplemental list or 
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lists containing the signature, address, and social 
security account number (if any) of each additional 
employee who concurs in the filing of the certificate. 
The list and any supplemental list shall be filed in 
such form and manner as may be prescribed by 
regulations made under this chapter. 

“(B) The certificate shall be in effect (for 
purposes of subsection (b) (8) (B) and for pur- 
poses of section 210 (a) (8) (B) of the Social 
Security Act) for the period beginning with which- 
ever of the following may be designated by the 
organization : 

“(i) the first day of the calendar quarter 
in which the certificate is filed, 

“(ii) the first day of the calendar quarter 
succeeding such quarter, or 

“(iii) the first day of any calendar quarter 
preceding the calendar quarter in which the 
certificate is filed, except that, in the case 

of a certificate filed prior to January 1, 1960, 

such date may not be earlier than January 1, 

1956, and in the case of a certificate filed after 

1959, such date may not be earlier than the 

first day of the fourth calendar quarter preced- 


ing the quarter in which such certificate is filed. 
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“(C) In the case of service performed by an 
employee whose name appears on a supplemental 
list filed after the first month following the 
calendar quarter in which the certificate is filed, the 
certificate shall be in effect (for purposes of subsec- 
tion (b) (8) (B) and for purposes of section 210 
(a) (8) (B) of the Social Security Act) only with 
respect to service performed by such individual for 
the period beginning with the first day of the calen- 
dar quarter in which such supplemental list is filed. 

“(D) The period for which a certificate filed 
pursuant to this subsection or the corresponding sub- 
section of prior law is effective may be terminated 
by the organization, effective at the end of a calen- 
dar quarter, upon giving 2 years’ advance notice in 
writing, but only if, at the time of the receipt of 
such notice, the certificate has bets in effect for a 
period of not less than 8 years. The notice of ter- 
mination may be revoked by the organization by 
giving, prior to the close of the calendar quarter 
specified in the notice of termination, a written 
notice of such revocation. Notice of termination or 


revocation thereof shall be filed in such form and 





1 


n-ne en - - ) 


rc 


5 


14 


oonaoneae aoa fF CSC SS 


ES 


14 
15 
16 
17 
18 


& ®& 8 B 


SOCIAL SECURITY 

82 
manner, and with such official, as may be prescribed 
by regulations made under this chapter. 

“(E) If an organization described in subpara- 
graph (A) employs both individuals who are in 
positions covered by a pension, annuity, retirement, 
or similar fund or system established by a State or 
by a political subdivision thereof and individuals 
who are not in such positions, the organization shall 
divide its employees into two separate groups. One 
group shall consist of all employees who are in 
positions covered by such a fund or system and (i) 
are members of such fund or system, or (ii) are 
not members of such fund or system but are 
eligible to become members thereof; and the other 
group shall consist of all remaining employees. An 
organization which has so divided its employees 
into two groups may file a certificate pursuant to 
subparagraph (A) with respect to the employees 
in one of the groups if at least two-thirds of the 
employees in such group concur in the filing of the 
certificate. The organization may also file such a 
certificate with respect to the employees in the 
other group if at least two-thirds of the employees 
in such other group concur in the filing of such 


certificate. 
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‘“(F) An organization which filed a certificate 
under this subsection after 1955 but prior to the 
enactment of this subparagraph may file a request 
at any time before 1960 to have such certificate 
effective, with respect to the service of individuals 
who concurred in the filing of such certificate 
(initially or through the filing of a supplemental 
list) prior to enactment of this subparagraph and 
who concur in the filing of such new request, for 
the period beginning with the first day of any 
calendar quarter preceding the first calendar quarter 
for which it was effective and following the last 
calendar quarter of 1955. Such request shall be 
filed with such official and in such form and manner 
as may be prescribed by regulations made under 
this chapter. If a request is filed pursuant to this 
subparagraph— 

(i) for purposes of computing interest 
and for purposes of section 6651 (relating to 
addition to tax for failure to file tax return), 
the due date for the return and payment of the 
tax for any calendar quarter resulting from the 
filing of such request shall be the last day of the 
calendar month following the calendar quarter 


in which the request is filed; and 
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“(ii) the statutory period for the assess- 
ment of such tax shall not expire before the 
expiration of 3 years from such due date. 
“(G) Ifa certificate filed pursuant to this para- 

graph is effective for one or more calendar quarters 
prior to the quarter in which the certificate is filed, 
then— 

“(i) for purposes of computing interest 
and for purposes of section 6651 (relating to 
addition to tax for failure to file tax return) , the 
due date for the return and payment of the tax 
for such prior calendar quarters resulting from 
the filing of such certificate shall be the last 
day of the calendar month following the calen- 
dar quarter in which the certificate is filed; and 

“(ii) the statutory period for the assess- 
ment of such tax shall not expire before the 
expiration of 3 years from such due date.” 

(b) Section 3121 (b) (8) (B) of the Internal Reve- 
nue Code of 1954 is amended to read as follows: 

“(B) service performed in the employ of a 
religious, charitable, educational, or other organiza- 
tion described in section 501 (c) (3) which is 
exempt from income tax under section 501 (a), 


but this subparagraph shall not apply to service per- 
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formed during the period for which a certificate, filed 
pursuant to subsection (k) (or the corresponding 
subsection of prior law), is in effect if such service 
is performed by an employee— 
“(i) whose signature appears on the list 
filed by such organization under subsection (k) 
(or the corresponding subsection of prior law) , 
“(ii) who became an employee of such 
organization after the calendar quarter in which 
the certificate (other than a certificate referred 
to in clause (iii) ) was filed, or 
“ (iii) who, after the calendar quarter in 
which the certificate was filed with respect to a 
group described in section 3121 (k) (1) (E), 
became a member of such group, 
except that this subparagraph shall apply with re- 
spect to service performed by an employee as a 
member of a group described in section 3121 (k) 
(1) (E) with respect to which no certificate is in 
effect ;”. 
(c) The amendments made by subsections (a) and (b) 
shall apply with respect to certificates filed under section 
3121 (k) (1) of the Internal Revenue Code of 1954 after 


the date of enactment of this Act. 
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EXEMPTION OF UNEMPLOYMENT BENEFITS FROM LEVY 

Src. 406. Section 6334 (a) of the Internal Revenue 
Code of 1954 (relating to enumeration of property exempt 
from levy) is amended by adding at the end thereof the 
following new paragraph: 

‘“‘(4) UNEMPLOYMENT BENEFITS.—Any amount 
payable to an individual with respect to his unemploy- 
ment (including any portion thereof payable with re- 
spect to dependents) under an unemployment’ compensa- 
tion law of the United States, of any State or Territory, 
or of the District of Columbia or of the Commonwealth 
of Puerto Rico.” 

TITLE V—AMENDMENTS RELATING TO PUBLIC 
ASSISTANCE 
OLD-AGE ASSISTANCE 

Src. 501. Subsection (a) of section 3 of the Social 
Security Act is amended to read as follows: 

“‘(a) From the sums appropriated therefor, the Secre- 
tary of the Treasury shall pay to each State which has an 
approved plan for old-age assistance, for each quarter, be- 
ginning with the quarter commencing October 1, 1958, 
(1) in the case of any State other than Puerto Rico, the 
Virgin Islands, and Guam, an amount equal to the sum of 
the following proportions of the total amounts expended 


during such quarter as old-age assistance under the State 
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1 plan (including expenditures for insurance premiums for 


2 medical or any other type of remedial care or the cost 


3 thereof) — 
4 “‘(A) four-fifths of such expenditures, not counting 
5 so much of any expenditure with respect to any month 
6 as exceeds the product of $30 multiplied by the total 
7 number of recipients of old-age assistance for such 
8 month (which total number, for purposes of this clause 
9 and clause (B) and for purposes of clause (2), means 
10 (i) the number of individuals who received old-age 
11 assistance in the form of money payments for such 
12 month, plus (ii) the number of other individuals with 
13 respect to whom expenditures were made in such month 
14 as old-age assistance in the form of medical or any other 
15 type of remedial care) ; plus 
16 ““(B) the Federal percentage of the amount by 
17 which such expenditures exceed the maximum which 
18 may be counted under clause (A), but not counting 
19 so much of any expenditure with respect to any month 
20 as exceeds the product of $66 multiplied by the total 
21 number of such recipients of old-age assistance for such 
22 month; 


23 and (2) in the case of Puerto Rico, the Virgin Islands, and 


24 Guam, an amount equal to one-half of the total of the sums 


25 expended during such quarter as old-age assistance under 
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the State plan (including expenditures for insurance pre- 
miums for medical or any other type of remedial care or 
the cost thereof), not counting so much of any expenditure 
with respect to any month as exceeds $36 multiplied by the 
total number of recipients of old-age assistance for such 
month; and (3) in the case of any State, an amount equal 
to one-half of the total of the sums expended during such 
quarter as found necessary by the Secretary of Health, Edu- 
cation, and Welfare for the proper and efficient administra- 
tion of the State plan, including services which are provided 
by the staff of the State agency (or of the local agency 
administering the State plan in the political subdivision) 
to applicants for and recipients of old-age assistance to help 
them attain self-care.” 
AID TO DEPENDENT CHILDREN 

Src. 502. Subsection (a) of section 403 of the Social 
Security Act is amended to read as follows: 

“‘(a) From the sums appropriated therefor, the Secre- 
tary of the Treasury shall pay to each State which has an 
approved plan for aid to dependent children, for each quarter, 
beginning with the quarter commencing October 1, 1958, 
(1) in the case of any State other than Puerto Rico, the Vir- 
gin Islands, and Guam, an amount equal to the sum of the 
following proportions of the total amounts expended during 


such quarter as aid to dependent children under the State 
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1 plan (including expenditures for insurance premiums for 


2 medical or any other type of remedial care or the cost 


3 thereof) — 

4 “(A) five-sixths of such expenditures, not counting 
5 so much of any expenditure with respect to any month 
6 as exceeds the product of $18 multiplied by the total 
7 number of recipients of aid to dependent children for 
8 such month (which total number, for purposes of this 
9 clause and clause (B) and for purposes of clause (2), 
10 means (i) the number of individuals with respect to 
11 whom aid to dependent children in the form of money 
12 payments is paid for such month, plus (ii) the number 
13 of other individuals with respect to whom expenditures 
14 were made in such month as aid to dependent children 
15 in the form of medical or any other type of remedial 
16 care) ; plus 

17 “(B) the Federal percentage of the amount by 
18 which such expenditures exceed the maximum which 
19 may be counted under clause (A), but not counting so 
20 much of any expenditure with respect to any month 
21 as exceeds the product of $33 multiplied by the total 
2e number of recipients of aid to dependent children for 
23 such month; 


24 and (2) in the case of Puerto Rico, the Virgin Islands, 


20 


and Guam, an amount equal to one-half of the total of the 
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sums expended during such quarter as aid to dependent 
children under the State plan (including expenditures for 
insurance premiums for medical or any other type of 
remedial care or the cost thereof), not counting so much 
of any expenditure with respect to any month as exceeds 
$18 multiplied by the total number of recipients of aid to 
dependent children for such month; and (3) in the case 
of any State, an amount equal to one-half of the total of the 
sums expended during such quarter as found necessary by 
the Secretary of Health, Education, and Welfare for the 
proper and efficient administration of the State plan, in- 
cluding services which are provided by the staff of the State 
agency (or of the local agency administering the State plan 
in the political subdivision) to relatives with whom such 
children (applying for or receiving such aid) are living, 
in order to help such relatives attain self-support or self- 
care, or which are provided to maintain and strengthen 
family life for such children.” 
AID TO THE BLIND 

Src. 503. Subsection (a) of section 1003 of the Social 
Security Act is amended to read as follows: 

“(a) From the sums appropriated therefor, the Secre- 
tary of the Treasury shall pay to each State which has an 
approved plan for aid to the blind, for each quarter, begin- 


ning with the quarter commencing October 1, 1958, (1) 
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in the case of any State other than Puerto Rico, the Virgin 
Islands, and Guam, an amount equal to the sum of the 
following proportions of the total amounts expended during 
such quarter as aid to the blind under the State plan (in- 


cluding expenditures for insurance premiums for medical or 


- any other type of remedial care or the cost thereof) — 


“(A) four-fifths of such expenditures, not counting 
so much of any expenditure with respect to any month 
as exceeds the product of $30 multiplied by the total 
number of recipients of aid to the blind for such month 
(which total number, for purposes of this clause and 
clause (B) and for purposes of clause (2), means 
(i) the number of individuals who received aid to the 
blind in the form of money payments for such month, 
plus (ii) the number of other individuals with respect 
to whom expenditures were made in such month as 
aid to the blind in the form of medical or any other 
type of remedial care) ; plus 

“(B) the Federal percentage of the amount by 
which such expenditures exceed the maximum which 
may be counted under clause (A), but not counting so 
much of any expenditure with respect to any month as 
exceeds the product of $66 multiplied by the total 
number of such recipients of aid to the blind for such 


month ; 
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and (2) in the case of Puerto Rico, the Virgin Islands, and 
Guam, an amount equal to one-half of the total of the sums 
expended during such quarter as aid to the blind under the 
State plan (including expenditures for insurance premiums 
for medical or any other type of remedial care or the cost 
thereof), not counting so much of any expenditure with 
respect to any month as exceeds $36 multiplied by the total 
number of recipients of aid to the blind for such month; and 
(3) in the case of any State, an amount equal to one-half 
of the total of the sums expended during such quarter as 
found necessary by the Secretary of Health, Education, and 
Welfare for the proper and efficient administration of the 
State plan, including services which are provided by the staff 
of the State agency (or of the local agency administering the 
State plan in the political subdivision) to applicants for and 
recipients of aid to the blind to help them attain self-support 
or self-care.” 

AID TO THE PERMANENTLY AND TOTALLY DISABLED 

Sro. 504. Subsection (a) of section 1403 of the Social 
Security Act is amended to read as follows: 

“(a) From the sums appropriated therefor, the Secre- 
tary of the Treasury shall pay to each State which has an 
approved plan for aid to the permanently and totally dis- 
abled, for each quarter, beginning with the quarter com- 


mencing October 1, 1958, (1) in the case of any State other 
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than Puerto Rico, the Virgin Islands, and Guam, an amount 
equal to the sum of the following proportions of the total 
amounts expended during such quarter as aid to the perma- 
nently and totally disabled under the State plan (including 
expenditures for insurance premiums for medical or any 
other type of remedial care or the cost thereof) — 

“(A) four-fifths of such expenditures, not counting 
so much of any expenditure with respect to any month as 
exceeds the product of $30 multiplied by the total 
number of recipients of aid to the permanently and 
totally disabled for such month (which total number, 
for purposes of this clause and clause (B) and for pur- 
poses of clause (2), means (i) the number of individ- 
uals who received aid to the permanently and totally dis- 
abled in the form of money payments for such month, 
plus (ii) the number of other individuals with respect 
to whom expenditures were made in such month as aid 
to the permanently and totally disabled in the form of 
medical or any other type of remedial care) ; plus 

“(B) the Federal percentage of the amount by 
which such expenditures exceed the maximum which 
may be counted under clause (A), but not counting 
so much of any expenditure with respect to any month 


as exceeds the product of $66 multiplied by the total 
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number of such recipients of aid to the permanently 

and totally disabled for such month ; 
and (2) in the case of Puerto Rico, the Virgin Islands, and 
Guam, an amount equal to one-half of the total of the sums 
expended during such quarter as aid to the permanently 
and totally disabled under the State plan (including ex- 
penditures for insurance premiums for medical or any other 
type of remedial care or the cost thereof), not counting 
so much of any expenditure with respect to any month as 
exceeds $36 multiplied by the total number of recipients 
of aid to the permanently and totally disabled for such 
month; and (3) in the case of any State, an amount equal to 
one-half of the total of the sums expended during such 
quarter as found necessary by the Secretary of Health, 
Education, and Welfare for the proper and efficient admin- 
istration of the State plan, including services which are 
provided by the staff of the State agency (or of the local 
agency administering the State plan in the political sub- 
division) to applicants for and recipients of aid to the per- 
manently and totally disabled to help them attain self-sup- 
port or self-care.” 

FEDERAL MATCHING PERCENTAGE 

Src. 505. Subsection (a) of section 1101 of the Social 

Security Act is amended by adding at the end thereof the fol- 


lowing new paragraph : 
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“(8) (A) The ‘Federal percentage’ for any State 
(other than Puerto Rico, the Virgin Islands, and Guam) 
shall be 100 per centum less the State percentage; and 
the State percentage shall be that percentage which 
bears the same ratio to 50 per centum as the square of 
the per capita income of such State bears to the square 
of the per capita income of the continental United States 
(excluding Alaska) ; except that (i) the Federal per- 
centage shall in no case be less than 50 per centum or 
more than 70 per centum, and (ii) the Federal per- 
centage shall be 50 per centum for Alaska and Hawaii. 

““(B) The Federal percentage for each State (other 
than Puerto Rico, the Virgin Islands, and Guam) shall 
be promulgated by the Secretary between July 1 and 
August 31 of each even-numbered year, on the basis of 
the average per capita income of each State and of the 
continental United States (excluding Alaska) for the 
three most recent calendar years for which satisfactory 
data are available from the Department of Commerce. 
Such promulgation shall be conclusive for each of the 
eight quarters in the period beginning July 1 next suc- 
ceeding such promulgation: Provided, That the Secre- 
tary shall promulgate such percentage as soon as possi- 
ble after the enactment of the Social Security Amend- 


ments of 1958, which promulgation shall be conclusive 
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for each of the eleven quarters in the period beginning 
October 1, 1958, and ending with the close of June 30, 
1961.” 
EXTENSION TO GUAM 
Seo. 506. Section 1101 (a) (1) of the Social Security 

Act is amended by striking out “Puerto Rico and the Virgin 

Islands” and inserting in lieu thereof “Puerto Rico, the Vir- 

gin Islands, and Guam”, 

INCREASE IN LIMITATIONS ON PUBLIC ASSISTANCE PAY- 
MENTS TO PUERTO RICO AND THE VIRGIN ISLANDS 
Sec. 507. (a) Section 1108 of the Social Security Act is 

amended by striking out “$5,312,500” and “$200,000” and 

inserting in lieu thereof “$8,500,000” and “$300,000”, re- 
spectively, by striking out “and” immediately following the 
semicolon, and by adding immediately before the period at 
the end thereof “; and the total amount certified by the 

Secretary under such titles for payment to Guam with respect 

to any fiscal year shall not exceed $400,000”. 

(b) The heading of such section is amended to read 
“LIMITATION ON PAYMENTS TO PUERTO RICO, VIRGIN 
ISLANDS, AND GUAM”. 

MATERNAL AND CHILD WELFARE GRANTS FOR GUAM 
Seo. 508. Such section 1108 is further amended by 


adding at the end thereof the following new sentence: “Not- 
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withstanding the provisions of sections 502 (a) (2), 512 
(a) (2), and 522 (a), and until such time as the Congress 
may by appropriation or other law otherwise provide, the 
Secretary shall, in lieu of the $60,000, $60,000, and 
$60,000, respectively, specified in such sections, allot such 
smaller amounts to Guam as he may deem appropriate.” 
TEMPORARY EXTENSION OF CERTAIN SPECIAL PROVISIONS 

RELATING TO STATE PLANS FOR AID TO THE BLIND 

Src. 509. Section 344 (b) of the Social Security Act 
Amendments of 1950 (Public Law 734, Eighty-first Con- 
gress), as amended, is amended by striking out “June 30, 
1959” and inserting in lieu thereof “June 30, 1961”. 

SPECIAL PROVISION FOR CERTAIN INDIANS REPEALED 

Src. 510. Effective in the case of payments with respect 
to expenditures by States, under plans approved under title 
I, IV, or X of the Social Security Act, for quarters beginning 
after September 30, 1958, section 9 of the Act of April 19, 
1950, as amended (25 U.S. C. 639), is repealed. 

TECHNICAL AMENDMENT 

Seo. 511. Section 2 (a) (11) of the Social Security 
Act is amended by inserting before the period at the end 
thereof “‘, including a description of the steps taken to assure, 
in the provision of such services, maximum utilization of 


other agencies providing similar or related services”. 
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As 1 EFFECTIVE DATES 
is 9 Src. 512. Notwithstanding the provisions of sections 
he g 305 and 345 of the Social Security Amendments of 1956, 
ne | 4 as amended, the amendments made by sections 501, 502, 
ch | 5 503, 504, 505, and 506 shall be effective— 
| 6 (1) in the case of money payments, under a State 
- 7 plan approved under title I, IV, X, or XIV of the 
8 Social Security Act, for months after September 1958, 
ct 9 and 
e 10 (2) in the case of assistance in the form of medical 
1 11 or any other type of remedial care, under such a plan, 
12 with respect to expenditures made after September 1958. 
| 13 The amendment made by section 506 shall also become 
oa 14 effective, for purposes of title V of the Social Security Act, 
le 15 for fiscal years ending after June 30, 1959. The amend- 
ng 16 ments made by section 507 shall be effective for fiscal years 
9, 17 ending after June 30, 1958. The amendment made by 
18 section 508 shall be effective for fiscal years ending after 
19 June 30, 1959. The amendment made by section 510 shall 
ty 290 become effective October 1, 1958. 
nd 21 TITLE VI—MATERNAL AND CHILD WELFARE 
» 22 CHILD WELFARE SERVICES 
of 23 Src. 601. Part 3 of title V of the Social Security Act 


94 is amended to read as follows: 








100 


eo naoneaegn#n *» wo Ns 


feed 
no -F- oO 


bt 
~ Ww 


15 
16 
17 
18 
19 
20 
21 
22 


23 


SOCIAL SECURITY 


99 
“ParT 3—OHILD-WELFARE SERVICES 
“APPROPRIATION 

“Sec. 521. For the purpose of enabling the United 
States, through the Secretary, to cooperate with State public- 
welfare agencies in establishing, extending, and strengthen- 
ing public-welfare services (hereinafter in this title referred 
to as ‘child-welfare services’) for the protection and care of 
homeless, dependent, and neglected children, and children 
in danger of becoming delinquent, there is hereby authorized 
to be appropriated for each fiscal year, beginning with the 
fiscal year ending June 30, 1959, the sum of $17,000,000. 

“ALLOTMENTS TO STATES 

“Sro. 522. (a) The sums appropriated for each fiscal 
year under section 521 shall be allotted by the Secretary 
for use by cooperating State public-welfare agencies which 
have plans developed jointly by the State agency and the 
Secretary, as follows: He shall allot to each State such por- 
tion of $60,000 as the amount appropriated under section 
521 for such year bears to the amount authorized to be so 
appropriated; and he shall allot to each State an amount 
which bears the same ratio to the remainder of the sums so 
appropriated for such year as the product of (1) the popula- 
tion of such State under the age of 21 and (2) the allot- 


ment percentage of such State (as determined under section 
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524) bears to the sum of the corresponding products of all 
the States. 

“(b) (1) If the amount allotted to a State under sub- 
section (a) for any fiscal year is less than such State’s base 
allotment, it shall be increased to such base allotment, the total 
of the increases thereby required being derived by propor- 
tionately reducing the amount alloted under subsection (a) 
to each of the remaining States, but with such adjustments 
as may be necessary to prevent the allotment of any such 
remaining State under subsection (a) from being thereby 
reduced to less than its base allotment. 

“(2) For purposes of paragraph (1) the base allot- 
ment of any State for any fiscal year means the amount 
which would be allotted to such State for such year under 
the provisions of section 521, as in effect prior to the enact- 
ment of the Social Security Amendments of 1958, as applied 
to an appropriation of $12,000,000. 

“PAYMENT TO STATES 

“Src. 523. (a) From the sums appropriated therefor 
and the allotment available under section 522, the Secretary 
shall from time to time pay to each State with a plan for 
child-welfare services developed as provided in such section 
522 an amount equal to the Federal share (as determined 
under section 524) of the total sum expended under such 


plan (including the cost of administration of the plan) in 
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meeting the costs of district, county, or other local child- 
welfare services, in developing State services for the encour- 
agement and assistance of adequate methods of community 
child-welfare organization, in paying the costs of returning 
any runaway child who has not attained the age of eighteen 
to his own community in another State, and of maintaining 
such child until such return (for a period not exceeding fifteen 
days), in eases in which such costs cannot be met by the 
parents of such child or by any person, agency, or institution 
legally responsible for the support of such child: Provided, 
That in developing such services for children the facilities and 
experience of voluntary agencies shall be utilized in accord- 
ance with child-care programs and arrangements in the States 
and local communities as may be authorized by the State. 

“(b) The method of computing and paying such amounts 
shall be as follows: 

“‘(1) The Secretary shall, prior to the beginning of each 
period for which a payment is to be made, estimate the 
amount to be paid to the State for such period under the 
provisions of subsection (a). 

“‘(2) From the allotment available therefor, the Secre 
tary shall pay the amount so estimated, reduced or increased. 
as the case may be, by any sum (not previously adjusted 
under this section) by which he finds that his estimate of the 


amount to be paid the State for any prior period under this 
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section was greater or less than the amount which should 
have been paid thereunder to the State for such prior period. 

“ALLOTMENT PERCENTAGE AND FEDERAL SHARE 

“Src. 524. (a) The ‘allotment percentage’ for any 
State shall be 100 per centum less the State percentage; 
and the State percentage shall be that percentage which 
bears the same ratio to 50 per centum as the per capita in- 
come of such State bears to the per capita income of the con- 
tinental United States (excluding Alaska); except that 
(A) the allotment percentage shall in no case be less than 
30 per centum or more than 70 per centum, and (B) the 
allotment percentage shall be 50 per centum in the case of 
Alaska and 70 per centum in the case of Puerto Rico, the 
Virgin Islands, and Guam. 

“(b) For the fiscal year ending June 30, 1960, 
and each year thereafter, the ‘Federal share’ for any State 
shall be 100 per centum less that percentage which bears 
the same ratio to 50 per centum as the per capita income of 
such State bears to the per capita income of the continental 
United States (excluding Alaska), except that (1) in no 
case shall the Federal share be less than 334 per centum 
or more than 663 per centum, and (2) the Federal share 
shall be 50 per centum in the case of Alaska and 663% per 
centum in the case of Puerto Rico, the Virgin Islands, and 


Guam. For the fiscal year ending June 30, 1959, the 
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Federal share shall be determined pursuant to the provisions 
of section 521 as in effect prior to the enactment of the 
Social Security Amendments of 1958. 

“(e) The Federal share and the allotment percentage 
for each State shall be promulgated by the Secretary between 
July 1 and August 31 of each even-numbered year, on the 
basis of the average per capita income of each State and of 
the continental United States (excluding Alaska) for the 
three most recent calendar years for which satisfactory data 
are available from the Department of Commerce. Such 
promulgation shall be conclusive for each of the two fiscal 
years in the period beginning July 1 next succeeding such 
promulgation: Provided, That the Secretary shall promul- 
gate such Federal shares and allotment percentages as soon 
as possible after the enactment of the Social Security Amend- 
ments of 1958, which promulgation shall be conclusive for 
each of the 3 fiscal years in the period ending June 30, 1961. 

“REALLOTMENT 

“Src. 525. The amount of any allotment to a State 
under section 522 for any fiscal year which the State certifies 
to the Secretary will not be required for carrying out the 
State plan developed as provided in such section shall be 
available for reallotment from time to time, on such dates as 
the Secretary may fix, to other States which the Secretary 


determines (1) have need in carrying out their State plans 
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18 1 so developed for sums in excess of those previously allotted 
e 2 to them under that section and (2) will be able to use such 


3 excess amounts during such fiscal year. Such reallotments 


e : 4 shall be made on the basis of the State plans so developed, 
n | 5 after taking into consideration the population under the age 
e | 6 of twenty-one, and the per capita income of each such 
of 7 State as compared with the population under the age of 
e 8 twenty-one, and the per capita income of all such States 
a 9 with respect to which such a determination by the Secretary 
h 10 has been made. Any amount so reallotted to a State shall 
1 11 be deemed part of its allotment under section 522.” 

h 12 MATERNAL AND CHILD HEALTH 

5 13 Src. 602. (a) Section 501 of such Act is amended by 
n 14. striking out “for the fiscal year ending June 30, 1951, the 


5 15 sum of $15,000,000, and for each fiscal year beginning after 
r 16 June 30, 1951, the sum of $16,500,000” and inserting in 
17 lieu thereof “for each fiseal year*beginning after June 30, 


1g 1958, the sum of $21,500,000”. 


> 19 (b) Section 502 (a) (2) of such Act is amended by 
3 99 striking out “for each fiscal year beginning after June 30, 
. 91 1951, the Administrator shall allot $8,250,000 as follows: 
. 99 He shall allot to each State $60,000 and shall allot to each 
: 93 State such part of the remainder of the $8,250,000” and 
, 94 inserting in lieu thereof “for each fiscal year beginning after 


95 June 30, 1958, the Secretary shall allot $10,750,000 as 
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follows: He shall allot to each State $60,000 (even though 
the amount appropriated for such year is less than $21,- 
500,000), and shall allot each State such part of the re- 
mainder of the $10,750,000”’. 

(c) Section 502 (b) of such Act is amended by 
striking out “the fiscal year ending June 30, 1951, the 
sum of $7,500,000, and for each fiscal year beginning after 
June 30, 1951, the sum of $8,250,000” and inserting in 
lieu thereof “each fiscal year beginning after June 30, 1958, 
the sum of $10,750,000”. 

CRIPPLED CHILDREN’S SERVICES 

Sec. 603. (a) Section 511 of such Act is amended by 
striking out “for the fiscal year ending June 30, 1951, the 
sum of $12,000,000, and for each fiscal year beginning 
after June 30, 1951, the sum of $15,000,000” and inserting 
in lieu thereof “for each fiscal year beginning after June 30, 
1958, the sum of $20,000,000”. 

(b) Section 512 (a) (2) of such Act is amended by 
striking out “for each fiscal year beginning after June 30, 
1951, the Administrator shall allot $7,500,000 as follows: 
He shall allot to each State $60,000, and shall allot the 
remainder of the $7,500,000” and inserting in lieu thereof 
“for each fiscal year beginning after June 30, 1958, the 
Secretary shall allot $10,000,000 as follows: He shall allot 


to each State $60,000 (even though the amount appropri- 
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d | 1 ated for such year is less than $20,000,000) and shall allot 
- | 2 the remainder of the $10,000,000”. 
. 3 (c) Section 512 (b) of such Act is amended by strik- 
4 ing out “the fiscal year ending June 30, 1951, the sum of 
5 $6,000,000, and for each fiscal year beginning after June 
e 6 30, 1951, the sum of $7,500,000” -and inserting in lieu 
r 7 thereof ‘each fiscal year beginning after June 30, 1958, the 
1 8 sum of $10,000,000”. 
B 9 TITLE VII—MISCELLANEOUS PROVISIONS 
10 FURNISIIING OF SERVICES BY DEPARTMENT OF HEALTH, 
11 EDUCATION, AND WELFARE 
y 12 Sec. 701. Section 1106 (b) of the Social Security Act 
e 13 is amended to read as follows: 
r 14 ‘““(b) Requests for information, disclosure of which is 
y 15 authorized by regulations prescribed pursuant to subsection 
, 16 (a) of this section, and requests for services, may, subject 
| 17 to such limitations as may be prescribed by the Secretary to 
y | 18 avoid undue interference with his functions under this Act, 
), 19 be complied with if the agency, person, or organization 
20 making the request agrees to pay for the information or serv- 
e 21 ices requested in such amount, if any (not exceeding the cost 
f 22 of furnishing the information or services), as may be deter- 
e 23 mined by the Secretary. Payments for information or serv- 
t 24 ices furnished pursuant to this section shall be made in ad- 
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vance or by way of reimbursement, as may be requested by 
the Secretary, and shall be deposited in the Treasury as a 
special deposit to be used to reimburse the appropriations 
(including authorizations to make expenditures from the 
Federal Old-Age and Survivors Insurance Trust Fund and 
the Federal Disability Insurance Trust Fund) for the unit 
or units of the Department of Health, Education, and Wel- 
fare which furnished the information or services.” 
COVERAGE FOR CERTAIN EMPLOYEES OF TAX-EXMPT 
ORGANIZATIONS WHICH PAID TAX 

Sec. 702. (a) Section 403 (a) (1) of the Social 
Security Amendments of 1954 is amended by striking out 
‘has failed to file prior to the enactment of the Social Security 
Amendments of 1956” and inserting in lieu thereof “did 
not have in effect, during the entire period in which the 
individual was so employed,”. 

(b) Section 403 (a) (3) of the Social Security 
Amendments of 1954 is amended by inserting “performed 
during the period in which such organization did not have 
a valid waiver certificate” after “service”. 

(c) Section 403 (a) (5) of the Social Security 
Amendments of 1954 is amended by inserting “without 
knowledge that a waiver certificate was necessary, or’ after 


“in good faith and”. 
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108 
MEANING OF TERM “SECRETARY” 

Src. 703. As used in the provisions of the Social Secu- 
rity Act amended by this Act, the term “Secretary’’, unless 
the context otherwise requires, means the Secretary of 
Health, Education, and Welfare. 

AMENDMENT PRESERVING RELATIONSHIP BETWEEN RAIL- 
ROAD RETIREMENT AND OLD-AGE, SURVIVORS, AND 
DISABILITY INSURANCE 
Sec. 704. Section 1 (q) of the Railroad Retirement 

Act of 1937, as amended, is amended by striking out “1957” 

and inserting in lieu thereof “1958”’. 

Passed the House of Representatives July 31, 1958. 


Attest: RALPH R. ROBERTS, 
Clerk. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., August 8, 1958. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, 310 Senate Office Building, 
Washington, D.C. 

My DEAR MR. CHAIRMAN: This will acknowledge your letter of August 4, 1958, 
requesting the views of this Office on H. R. 13549, to increase benefits under the 
Federal old-age, survivors, and disability insurance system, to improve the 
actuarial status of the trust funds of such system, and otherwise improve such 
system; to amend the public assistance and maternal and child health and wel- 
fare provisions of the Social Security Act; and for other purposes. 

The Bureau of the Budget believes that the provisions relating to the increases 
in social security benefits and taxes are reasonable, although more detailed knowl- 
edge of the actuarial conditions of the fund will be available when the Council 
which the Congress authorized submits its report in 1959. However, the removal 
of the existing offset provisions is of particular concern to this Office. The 
Bureau of the Budget recommends that present offset provisions be retained until 
there has been a full exploration of alternative possibilities. 

The President’s budget message stated his belief that over a period of time 
the States and localities should assume a larger share of the public assistance 
burden. The provisions of the bill relating to public assistance have serious 
budgetary implications and we do not believe that a further increase in the already 
disproportionate overall Federal share in this program can be justified. The 
increasing importance of the old-age and survivors insurance program and 
the present disparities in programs and fiscal effort among the States are addi- 
tional reasons why a comprehensive and long-range plan should be formulated 
before further changes in the public assistance program are enacted. An inten- 
sive study of these matters is now in progress to develop recommendations for 
submission at the next session of Congress before the scheduled expiration of 
present matching formulas on June 30, 1959. 

Accordingly, I am authorized to advise you that enactment of the provisions 
of H. R. 13549 relating to public assistance would not be in accord with the pro- 
gram of the President. 

Sincerely yours, 
MAURICE H. STANs, Director. 

The CuarrmMan. Mr. Secretary, this is your first appearance before 
a congressional committee since you were appointed Secretary of 
the Department of Health, Education, and Welfare. 

Secretary FLEMMING. Yes, sir. 

The Cuarrman. We are pleased to have you. You may proceed 
with your statement. 


STATEMENT OF HON. ARTHUR S. FLEMMING, SECRETARY OF 
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY ELLIOT 
RICHARDSON, ASSISTANT SECRETARY, HEW; CHARLES I. SCHOTT- 
LAND, COMMISSIONER, AND ROBERT J. MYERS, CHIEF ACTUARY, 
SOCIAL SECURITY ADMINISTRATION 


Secretary Firemuinc. Mr. Chairman and members of the commit- 
tee, it is a pleasure to appear before this committee to discuss social- 
security programs of such vital importance to the American people. 

I will confine my own testimony to two major policy issues pre- 
sented by H. R. 13549. Assistant Secretary Richardson and Commis- 
sioner Schottland are here with me and they will be glad to answer 
questions about other and more detailed issues. 

First of all, 1 would like to discuss the proposed changes in the old- 
age and survivors insurance program. The major changes can be sum- 
marized briefly as follows: 
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1. The tax contribution schedule now in the law for old-age and 
survivors insurance would be increased, effective next January 1, and 
the dates of future tax increases already scheduled in the law would 
be substantially advanced ; 

2. Benefit amounts would be increased by 7 percent, with a mini- 
mum increase of $3 in the benefit amount for a worker who retires at 
65 or later; and 

3. The maximum limit on the amount of annual earnings that is 
taxed and credited toward benefits would be increased from $4,200 to 
$4,800. 

During fiseal 1958 the old-age and survivors insurance system, for 
the first time since the program began in 1937, paid out more in bene- 
fits than it received in tax revenue and interest. 

The trust fund is expected to continue to decline, under the current 
law, until the tax increase now scheduled for 1965. Under the inter- 
mediate cost estimate, the trust fund would then resume an upward 
trend and continue to grow for many years thereafter. 

The latest projections indicate, on an intermediate-cost basis, a long- 
range actuarial insufficiency of 0.57 percent of payroll, The previous 
report on the status of the trust fund estimated that the actuarial in- 
sufficiently would be 0.20 percent of payroll. 

As members of the committee know, an able and distinguished 
Advisory Council on Social Security Financing, established by the 
Congress, is now studying the long-range financial condition of the 
program and is considering many of the financial questions dealt with 
in H. R. 13549. This committee is required by law to make its report 
by next January 1. 

The administration would have preferred to await the report of 
this Advisory Council before recommending changes in the pro- 
gram of such magnitude as those proposed in H. R. 13549. We be- 
lieve that both the adm/‘nistration and) the Congress would have 
been in a better position to make major Alecisions after receiving the 
benefits of the study by the Advisory Council. 

Nevertheless, this preference is based principally on questions of 
timing and procedure. From the information available to us now, we 
recognize that the major provisions of H. R. 13549 have considerable 
merit and do, in fact, meet certain real needs in this important pro- 
gram, 

The proposed changes in the contribution rate would eliminate, 
after 1959, the estimated annual deficits over the next few years 
and would substantially strengthen the long-range financial condition 
of the program. 

A 12 percent increase in wages since 1954, when the last major 
changes were made ‘n benefit amounts and the tax base, justifies the 
proposed increase in the earnings base. 

An 8 percent increase in prices since 1954 justifies some increase In 
benefits, particularly for the millions of persons who have been on the 
benefit rolls for several years or more and have had no adjustment to 
meet rising living costs since 1954. 

On the whole, therefore, I bel‘'eve the major changes in old-age 
and survivors insurance, which I have just discussed, are reasonable 
and desirable and I recommend their adoption. 
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The second major issue which I would like to discuss deals with the 
proposed changes in the Federal Government’s participation in public 
assistance, 

We believe that H. R. 13549 incorporates some very desirable ad- 
ministrative principles. We concur in the view that the maximum 
ceiling on State expenditures in which the Federal Government will 
participate should be computed on the basis of statewide averages 
rather than on an individual payment basis. 

We also concur in the view that the maximum amount on State 
expenditures in which the Federal Government will share should 
combine into one figure the separate maximums on money payments 
and medical care. Likewise, we are convinced that it is more equit- 
able for the Federal share of assistance payments to be related to the 
fiscal ability of a State. 

On the whole, however, the administration is strongly opposed to 
the public assistance title of H. R. 13549 because these desirable prin- 
ciples would be applied in such a way as to substantially increase the 
Federal Government's share in the cost of this program and further 
reduce the relative role of the States. 

In his budget message last January, the President stated his con- 
viction that the States should have greater—not lesser—responsibility 
for programs of thisnature. The President also stated : 

Proposals will be sent to the Congress for modernizing the formulas for public 
assistance with a view to gradually reducing Federal participation in its financing. 

Former Secretary Folsom, 1 in his testimony recently to the Commit- 
tee on Ways and Means in the House of Representatives, recommended 
that no action be taken on public assistance at this time and stated 
that the administration would present rec ‘commendations to Congress 

“arly next year in time to permit adequate consideration by the Con- 
gress before the current financing formulas expire next June 30. 

I believe that the philosophy ‘expressed by the President is sound 
and I concur in the recommendation of former Secretary Folsom. 

In recent years, a steadily increasing portion of total public assist- 
ance costs has bee shifted from the States to the Federal Government, 
In 1937, State and local governments provided more than 80 percent 
of all public assistance expenditures. 

In 1946, State and local governments provided 60 percent of the 
costs of all public assistance. 

In 1957, their share had decreased to 50 percent. Counting only 
those programs in which the Federal Government participates—aid 
to the needy aged, blind, disabled, and dependent children—the State 
and local share of the cost has declined from 55 percent in 1946 to 45 
percent last vear. 

While State expenditures for public assistance have doubled since 
1946, the Federal Government’s expenditures in this same period have 
increased by more than $1 billion and are now 3 times as large as 
in 1946, 

In the face of this trend, the proposed bill would increase the F Beth 
eral contribution by an additional $288 million in the first full yea 
and probably by more than $300 million in future years. 

These programs are State programs, initiated by the States and ad- 
ministered by the States and communities. They are based on the 
sound concept that the States and local communities can best de- 
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termine the actual needs of individuals and administer programs of 
assistance to them. 

In the next session of Congress, I believe, it should be possible for 
the executive and legislative branches, working together, to develop 
anew formula which will have the effect of providing vigorous Fed- 
eral support for the public assistance program without weakening 
the role of the States. 

The proposed bill would further weaken the role of the States. In 
the long run, to continue such a trend might well prove to be a dis- 
service rather than a service to those who are dependent on the 
program. 

It should be emphasized that the administration’s opposition is not 
directed against an increase in assistance payments to individuals but 
is directed only against an increase in the proportion of such pay- 
ments that will be borne by the Federal Government. 

I am impressed by this fact: If the States find that increased pay- 
ments to individuals are needed, the Federal Government already is 
in a position under the existing law to match, on a 50-50 basis, State 
funds to increase payments for 60 percent of all the persons now re- 
ceiving old-age assistance. 

In many of the States where public-assistance payments are now 
the lowest, an even higher percentage of recipients could receive in- 
creased payments on a 50-50 matching basis. 

It is also very important to consider the fiscal circumstances under 
which this increase in the Federal share of public-assistance expend- 
itures is proposed. The members of this committee, I know, are 
already deeply concerned over the prospective $12 billion Federal 
deficit for this fiscal year. The proposed bill would, of course, increase 
the prospective deficit. 

In summary, Mr. Chairman, I believe that the proposal before your 
committee in the field of old-age and survivors insurance is sound 
both from a program and fiscal point of view and that it will make 
a mi jor contribution to the strengthening of our economy and to the 
security of the aged, the disabled, and widows and orphans. 

I hope that the committee will not couple this sound proposal in the 
field of old-age and survivors insurance with what we believe for the 
reasons stated, is an unsound proposal in the field of publie assistance. 

Thank you, Mr. Chairman. 

The CHaiman. Thank you, Mr. Secretary. Could you give the 
committee a statement as to the progress that has been m: ade by this 
commission un to this time 4 

Secretary FLremMinc. Commissioner Schottland, Mr. Chairman, is 
with me and can give you such a statement. 

The Ciramm«n. The committee would like to know the composition 
of the commission—how many meetings it held; and whether it has 
reached any conclusions, tentatively or otherwise ? 

Mr. Scuorriann. The Advisory Council on Social Security Financ- 
ing. Mr. Chairman, is composed of the Commissioner of Social Security 
and 12 members appointed by the Secretary. The law provides that 
the persons appointed shall represent equally employees and em- 
ployers and shall have representatives from the self-employed and the 
general public. 
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The CuHarrman. Could you furnish for the record a list of the per- 
sonnel of the membership / 


Mr. Scnorrianp. I would be very glad to furnish the names of the 
12 persons. 


he Council has had a number of meetings. We can furnish for 
the record the exact dates of the meetings. 

In addition, they have divided into two subcommittees. These sub- 
committees have held a number of meetings and have exchanged 
voluminous correspondence in connection with rather intensive studies, 

The two subcommittees are, first, a subcommittee headed by Mr. 
Reinhard A. Hohaus, vice president and chief actuary of Metropolitan 
Life Insurance Co., which is studying the actuarial basis of the system, 
looking into the validity of our estimates, both long-range and short- 
range, and making suggestions as to the soundness of our present 
estimating procedures. 

The second subcommittee is studying the management of our trust 
funds; that is, such matters as: Is the present law consistent with the 
trust obligations of the trustees, are we getting the appropriate interest 
rate, are there other ways in which the management of the trust funds 
might be improved, ete. 

(The information is as follows :) 


ApDvIsSORY COUNCIL ON SocraL SEcuRITY FINANCING 


The Advisory Council, which was established last year pursuant to Public 
Law 880 of the 84th Congress, has the responsibility for “reviewing the status 
of the Federal old-age and survivors insurance trust fund and of the Federal dis- 
ability insurance trust fund in relation to the long-term commitments of the 
old-age, survivors, and disability insurance program.” As set forth in the report 
of the Ways and Means Committee (H. Rept. 1189, 84th Cong., 1st sess., p. 10), 
“the committee bill provides for the periodic establishment of an Advisory Coun- 
cil on Social Security Financing for the purpose of reviewing the status of the 
old-age and survivors insurance trust fund in relation to the long-term commit- 
ments of the program, evaluating the financing provisions in relation to the 
dynamic character and growing productive capacity of our economy before each 
scheduled increase in the tax rates.” 

In discharging the responsibilities under the law, the Council is doing the 
following : 

1, Studying the methodology of the actuarial computation to ascertain whether 
the basis of the long-range and short-range estimates is sound. 

2. Examining the validity of the assumptions underlying the actuarial esti- 
mates, including such factors as population growth, morbidity and mortality 
rates, retirement rates, labor force participation rates, levels of employment, 
wage levels, and related factors. 

3. Making recommendations on the tax rates, the intervals between tax in- 
creases, and related questions. 

4. Studying what the maximum earnings limit for contributions (and benefits) 
should be. 

5. Considering what is the appropriate size of the trust funds and what prin- 
ciples should determine the size of the funds. 

6. Reviewing the present investment policy of the trust funds and its effect 
on the income of the funds and considering possible alternative policies with re- 
gard to investment, interest rates, and management of the funds. 

The Council has held meetings on the following dates: November 21-22, 1957; 
January 24-25, 1958; May 2-3, 1958; and July 18, 1958. 


MEMBERSHIP-——-ADVISORY COUNCIL ON SOCIAL SECURITY FINANCING 


Employers 


Elliott V. Bell, chairman of the executive committee, McGraw-Hill Publishing 
Co., 330 West 42d Street, New York, N. Y. Financial expert; specialist in invest- 
ments and economics. 
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Reinhard A. Hohaus, vice president and chief actuary, Metropolitan Life In- 
surance Co., New York, N. Y. One of top actuaries in the United States; long 
association with social security problems. 

Robert A. Hornsby, president, Pacific Lighting Corp., 433 California Street, 
San Francisco, Calif. 

Employees 

Joseph W. Childs, vice president of the United Rubber, Cork, Linoleum and 
Plastic Workers of America; member of the AFL-CIO committee on social 
security ; URW Building, High at Mill Streets, Akron, Ohio. 

Nelson H. Cruikshank, director, department of social security, AFL-CIO, 
Washington, LD. C. Long association with social security problems. 

Eric Peterson, general secretary-treasurer, International Association of Ma- 
chinists ; member of the AFL—CIO committee on social security, International As- 
sociation of Machinists, 1300 Connecticut Avenue NW., Washington, D. C. 


Public 

J. Douglas Brown, director, department of economics and social institutions, 
industrial relations section, Princeton University, Princeton, N. J. Long asso- 
ciation with social security problems ; economist. 

Malcolm H. Bryan, president, Federal Reserve Bank of Atlanta. Financial 
and banking expert ; expert on investment policy. 

Arthur F. Burns, former chairman, Council of Economic Advisers ; now presi- 
aa National Bureau of Economic Research, New York, N. Y. 

Carl H. Fischer, professor of insurance, School of Business Administration, 
University of Michigan, Ann Arbor, Mich. Actuary. 

Thomas N. Hurd, professor, agricultural economics; land economics, Cornell 
University, Ithaca, N. Y. Economist; specialist in agriculture economics. 

R. McAllister Lloyd, president, Teachers Insurance & Annuity Association of 
America, College Retirement Equities Fund, New York. Expert in retirement 
programs. 

The council held its last meeting about 3 or 4 weeks ago, and 1 
meeting again at the end of September or the beginning of October, 
and they ‘will have a series of me etings so that the report will be 
ready in December. 

The CHatrMANn. No conclusions, even tentatively, have yet been 
made ? 

Mr. Scuorrianp. I do not think it would be appropriate, Mr. 
Chairman, to label anything that they have arrived at as tentative 
conclusions in view of the ‘fact there has been no formal action. 

The CHairMan. It is your position, Mr. Secretary, that you would 
prefer that no legislation be enacted until this commission reports? 

Secretary FLemmMincG. That is correct. That has been the position 
of the administration, Mr. Chairman, and we do feel that, of course, 
it would be better to have that factual information in front of us. 

However, on the basis of the information that is now available 
we feel that the old-age and survivors insurance provisions of this 
bill are sound. 

The CuarrmMan. Could you furnish the figures as to the addition: al 
cost on an annual basis of the changes that have been made in the 
social security under this bill? 

Secretary FremMine. Mr. Schottland ? 

Mr. Scuorritann. We would have to divide the cost into two parts, 
the cost of the old-age and survivors insurance provisions and the 
cost of the public-assistance provisions. 

With reference to the old-age and survivors insurance provisions, 
as you know, we always estimate cost in terms of the cost of payroll, 
which is indicative of the payroll tax necessary. 
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The present old-age and survivors insurance system has been esti- 
mated to have an actuarial insufficiency of 0.57 percent of payroll, 
This means that in the long-range future, assuming all of the esti- 
mates are completely accurate and all of the assumptions are com- 
pletely accurate, we would be underfinanced by approximately one- 
half of 1 percent of payroll. 

Senator Witi1aMs. May I ask a question at that point. What is 
the payroll figure that you base that on in order that we can reduce 
that to dollars? 

Mr. Scuorrianp. We have been using 1956 payroll figures. 

Senator Witui1aMs. What is that figure ’ 

Mr. Myers. Senator Williams, the current payroll is around $180 
billion but for long-range purposes averaging in higher payrolls of 
the future as the population increases we use a level average of about 
$290 billion for present law and about $395 billion for the bill. 

Senator WituiaMs. Using that, you are using that on the computa- 
tion for today ? 

Mr. Myers. We are using that as the basis for the computations de- 
termining the long-range average costs, but for the immediate future 
the payroll would be about $180 billion and would slowly increase in 
the future as the population of the country rises. 

Senator Wittiams. Well, this 0.57 increase in the cost that he refers 
to is that 0.57 based on the $180 billion or the $290 billion ¢ 

Mr. Myrrs. As a long-range average it would be based on the $290 
-billion. 

The CuarrMan. Translated into dollars what additional cost will 
that place upon the taxpayers each year / 

Mr. Myers. The additional cost would, of course, increase gradu- 
ally over the years as the tax rate itself rises. 

The Cuatrman,. I understand, but let’s start with this year. 

Senator WILLIAMs. Yes. 

Mr. Myers. In 1958, of course, there would be no increases in taxes 
under the bill, but in 1959 for the old-age and survivors insurance sys- 
tem, the contribution income, or the taxes, would be $1.1 billion more 
than under present law. 

The CuatrMan. Making a total of what ? 

Mr. Myers. Making a total of $8.6 billion. 

The Cuairman. Carry it through for the next 3 or + or 5 years. 

Senator Kerr. Would that $1.1 billion additional be on the em- 
ployers only or is that the total that would be derived from the tax on 
both employer and employee’ 

Mr. Myers. That is the total taxes that would be paid by the em- 
ployers, the employees, and the self-employed. 

Senator Kerr. Yes. 

Mr. Myers. Roughly $500 million from the employers, $500 million 
from employees, and $100 million from the self-employed. 

Senator WitirAMs. In the same year of 1959 what would be thie ex- 
penditures under the existing law and what would be the expenditures 
under this bill, reduced to dollars ? 

Mr. Myers. Under the bill the expenditures would be $9.5 billion 
as contrasted with $8.8 billion under the present law, or, in other 
words, an increase of $700 million. 
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The Cuarrman. What are we collecting under the present tax rate ? 

Mr. Myers. The present taxation would be $7.5 billion. 

The Cuairman. You said it would be $8.6 billion which included 
the increase of $1.7 billion ? 

Mr. Myers. The increase is $1.1 billion. 

Senator Bennett. $1.1 billion. 

The Cuairman. What will the tax increase be in the first year, ex- 
pressed in percentage / 

Senator Bennett. About 14 percent. 

The CuHarrMan. Fourteen percent. 

Of course that will change in proportion to the amount of the pay- 
roll. 

Mr. Myers. Yes, sir. 

The CuarrmMan. The total amount will increase ? 

Mr. Myers. Yes, sir; the total amount will increase. 

The CHatrMan. Give the increase, for instance, for 5 years. 

You show $8.6 billion for 1959; what will be the amount in 1960 and 
so forth ? 

Mr. Myers. In 1960 the increase in the taxes collected would be $1.5 
billion. 

Senator Bennett. Increase over 1958 / 

Mr. Myers. No; over the present law in 1960. 

Senator Bennett. Yes. 

Secretary Ftemmine. Mr. Chairman, you want the total for 1960? 

The CHarrMAn. Yes; we want the total. 

Secretary FLemminc. You want it under present law or on the as- 
sumption this is approved ? 

The Cnarrman. I want it under both. Give it under the present 
law and under the bill as approved by the House. 

Mr. Myers. Yes. In 1960, the present law would be $9.1 billion of 
taxes collected, and the bill would be $10.6 billion or an increase of 
$1.5 billion. 

The Cuarrman. Could you project that for 1961 ? 

Mr. Myers. Yes, sir. I do not have the exact figures here in front of 
me but in 1961, and in 1962 it would be approximately the same excess 
over present law. 

The CHarrMan. For the record please project it for 1960 and about 
5 years beyond that date under the present law and under the bill now 
before us. 

Mr. Myers. Yes, sir: we will do that. 

Senator Frear. Would you also include the expenditures in that 
request ¢ 

The CHarrman. That is a good point; please show expenditures 
also for each year. 

Mr. Myers. Yes, sir. 
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(The information is as follows :) 


Estimated taxes and benefit payments under old-age, survivors, and disability 
insurance system, under present law and under bill 


OLD-AGE AND SURVIVORS INSURANCE 


{In ee 


Tax receipts Benefit payments 
Calendar year x 
Present H. R. Increase Present | H.R. Increase 
law 13549 law 13549 
1958... _- ee $7, 297 $7, 297 | $8, 239 $8, 368 $129 
cikhin ots suse . 7, 449 8, 632 $1, 183 8, 769 9, 455 | 686 
hl SR ete col adie eae 9, O88 10, 621 1, 533 9, 297 10, 027 | 730 
ss 5 cnbdeiect el Sth. os bie om Se 9, 533 | 11, 106 | 1, 573 9, 820 10, 618 708 
1962. . ah bresee=Oiee~ wenn 9, 662 11, 256 1, 594 10, 341 11, 207 866 
1963 ____- ‘ seoeaeue 9, 791 13, 124 3, 333 10, 761 11, 678 917 
Sen wand sia Wliaiae Mite 9, 920 13, 652 | 3, 732 11, 061 12, 016 955 
1965 ~ollubebabeeseaee 11,714 13, 830 2, 116 11, 342 12, 333 991 
DISABILITY INSURANCE 
0 SS OS ee $914 $914 ‘ $228 $265 7 
oe cl ai 924 980 $56 244 434 190 
Se «dca biacedase “Let 935 991 56 306 492 186 
ET, + ‘ 94s 1, 004 56 354 555 201 
itesaewe sec Seana aati 961 1,018 57 403 613 210 
ld tah en Sionsiei in alii t 974 1, 032 58 451 675 224 
re ae eta 987 1, 046 59 500 736 236 
Beeeetes s. 4 RGEC at 1, 000 1, 059 59 5AS 796 248 


The Cuatrman. As I understand it your income increases are in 
two categories. The first is that derived from increasing the payroll 
tax and the second is that part to be derived from increasing the tax- 
able earnings from $4,200 to $4,800. Do you have that eben down 
showing the amount fr om each—— 

Mr. Myers. Yes; we can give you quite readily how much is from 
the increase in the earnings base and how much from the increase in 
the tax rate. 

Senator Witi1ams. When you send that information in could you 
include also how much of the increase is based upon the prospective 
tax-rate increase and how much on the increase in the employment? 

You see, you are going from $180 billion to $290 billion. 

How much of that is represented by prospective increase in the pay- 
roll and how much is in tax? 

Senator Kerr. How much isthe increase in total / 

Senator WituiAMs. That is right. 

How much is your projected increase based upon projected increase 
in payroll and how much on the tax rate? 

Mr. Myers. Yes, Senator. We will show that of course by showing 
what the taxes under the present law will be as compared with the bill, 
but we will bring this point out also. 
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Increase in tares under old-age, survivors, and disability system under bill, 
by cause of increase 


OLD-AGE AND SURVIVORS INSURANCE 


{In millions] 


Tax receipts Increase in tax receipts Increase 
in tax re- 
ceipts if 
Calendar year Due to increase in there were 
Present H. R. : no increase 
law 13549 Total in covered 

Earnings Tax rate employ- 

base ment 

1959 $7, 449 $8, 632 $1, 183 $368 $815 $1, 183 
1960 9, 088 10, 621 1, 533 545 988 1, 516 
1961 9, 533 11, 106 1, 573 572 1, 001 1, 535 
1962 . 9, 662 11, 256 1, 594 580 1,014 1, 535 
1963... . ba- aa 9, 791 13, 124 3, 333 587 2, 746 3, 167 
1964 H 9, 920 13, 652 3, 732 595 3, 137 3, 500 
1965 11,714 13, 830 2, 116 703 1, 413 1, 959 


DISABILITY INSURANCE 


1959 $924 $980 $56 $56 $56 
1960 935 991 56 56 56 
1961 a 948 1, 004 56 56 56 
1962 961 1,018 57 BF te : 56 
1963 2 974 1, 032 58 58 56 
1964 987 1, 046 59 59 56 
1965 1, 000 1, 059 59 59 . 56 


Senator Kerr. Now is the estimate you give there, you have just 
given the chairman, is that based on what you estimate that the 
payrolls will actually be in these years or have you used the figure 
that you have estimated for the long range? 

Mr. Myers. The figures that I am quoting are based on the long- 
range cost estimates, and they do not take into account any economic 
depression there might or might not be or any wage increases that 
there might be. 

Senator Kerr. On what average amount of annual wages are your 
estimates of income based on $190 billion or $200 billion ¢ 

Mr. Myers. These estimates are based on the level of earnings in 
1956. 

Senator Kerr. Well, that is $180 billion or $190 billion ? 

Mr. Myers. Yes, sir. The covered payroll. 

The Cuarrman. You have here a one-fourth of 1 percent increase 
each for employees and employers, and a three-eigths of 1 percent in- 
crease for self-employed, and you step up schedule for increasing the 
rates to every 3 years instead of every 5 years. 


Mr. Myers. Yes, Mr. Chairman. 
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The Cuarrman. I think the committee would like to have an analysis 
of this increased burden on taxpayers which results from increasing 
these rates in the future. Do you have that available now? 

Mr. Myers. Yes, we can show that, I think in the same table you 
asked for showing the year by year comparison of taxes and benefits 
by extending that table up through, say, 1965. 

The Cuarrman. What will be the maximum rate as far as this 
projection goes ¢ 

T-mean how far does the present legislation go in increasing rates? 

Mr. Myers. The ultimate or the highest rate under the bill would 
be reached in 1969 at 414 percent from the employer, and 414 percent 
from the employee. Whereas under present law the maximum is 44 
percent each, that is reached in 1975. 

The Cuatrman. In other words, the rate would be practically dou- 
bled in 6 years less time ? 

Mr. Myers. The present rate, which is now 414 percent for old- 
age and survivors insurance and disability insurance combined, would 
be exactly doubled by 1969. 

Senator Wittiams. What would it be in 1969 under existing law?! 

Mr. Myers. Under existing law the rate in 1969 would be 314 per- 
cent each. 

The Cuatrman. That would be terrific taxation on payrolls. 

Senator Martin. Mr. Chairman, let’s have also in there the self- 
employed. 

Senator Kerr. Two and a half times four and a half, is it not— 
one and a half times four and a half? 

Mr. Myers. The self-employed rate in 1969 under present law is 
47% percent. 

Under the bill it would be 634 percent. Of course under present 
law the rate would go up after that whereas under the bill it would 
stay level at that figure. 

The CuatrmMan. You can furnish a table showing all these in- 
creases, I assume? 

Mr. Myers. Yes, sir. 

(The information follows :) 

[Percent] 


Employee rate 


Self-employed rate 
(same for emplover) 


| 1956 act Bill 1956 act Bill 

1958_..... : ; ee 2 2% 338 34 
1950___.- : ’ 2h 2} 334 3% 
1960-62. wy 234) 3 4hg 44 
1963-64. ........... ; . 234 3h6 4\g 54 
1965... ha 7 3h) 3h 478 544 
1966-68... .. ; ; 34 4 476 6 

1969___- . 3% 4h 47% 6% 
1970-74. . ‘ } 344 4ho 556 644 
1975 and after : 414 4), 63% 6% 


The Cuatrman. Up to 1969 along these lines. 

I would like to ask about the deficit in this program. I refer to the 
period when the income was not sufficient to pay the benefits. 

When did that shortage occur, what year / 
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Mr. Myers. The first fiscal year that that occurred for the old-age 
and survivors insurance system was the fiscal year that has just ended, 
June 30, 1958. } 

The Cuairman. Up to that time there had been a surplus each year ? 

Mr. Myers. That is correct, Mr. Chairman. : 

The Cuairman. What was the deficit in the last fiscal year ? 

Mr. Myers. About $215 million. 

The Cuairman. Then it is anticipated that the shortage will be 
what for this year? 

Mr. Myers. In the coming fiscal year we are now in, ended June 
30, 1959, it is estimated that it will be somewhat in excess of $1 billion. 

The Cuatrman. When will it balance out ? 

Senator Bennett. Cumulative or annual? 

Mr. Myers. In the year is the best way to analyze the matter. 

Senator Martin. That is annual, is it? 

Mr. Myers. Yes, sir. 

Senator Martin. What will the cumulative be ? 

Senator Bennerr. A billion; two. 

Mr. Myers. In the previous fiscal years there were much greater 
surpluses, resulting in the trust fund having built up to its present 
level. 

The CHatrMaNn. When do you estimate the income will be equal to 
expenditures ? 

Senator Kerr. Under the proposed bill. 

Senator Bennerr. Under existing law first. 

The Cuarrman. Under existing law and the bill. 

Senator Kerr. Under existing law, it never will be. 

Senator Bennerr. There is an automatic increase in tax which will 
throw it over. It will catch itself up if we do not change the pres- 
ent law. 

The CuHatrrMan. When is the next increase under presentation ? 

Mr. Myers. In 1960. 

Senator Martin. That is, by present law? 

Mr. Myers. Under present law, in 1960 the tax rate increases so 
that the combined rate for employer and employee is 51% percent. 

Senator Martin. If you leave the law as it is, there would be a 
shortage until that new tax becomes operative; is that it’ 

Mr. Myers. Mr. Chairman, even after that higher tax becomes 
operative, in the first full year that it is operative, the income and 
outgo would be very close to a balance, but in the next few years after 
that there would again be a deficit until the increase in 1965 became 
effective. From that point on, we estimate that, at least for two 
decades, there would continue to be an excess of income over outgo. 

The Cuarrman. In that period, how much would the balance be 
reduced, by your estimates ? 

Mr. Myers. Between now and 1965, we estimate that the fund will 
decrease bet ween $3 billion and $4 billion. 

The Cuatrman. The fund is how much now? 

Mr. Myers. The fund now is about $223, billion, as of last June 30. 

The CuamMan. It would be reduced to approximately $20 billion? 

Mr. Myers. It will go down to between $19 billion and $20 billion. 

The Cuamman. If Congress continues to increase the benefits, of 
course, it may go down much lower than that. 
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Mr. Myers. Yes, of course, unless the taxes were increased equally 
or more. 

The Crarrman. I would like to ask the Secretary if the Commis. 
sion is giving any thought to the impact of this terrific taxation upon 
the economy. We are asked to levy 9 percent on the ordinary pay- 
rolls and 634 percent on self- employed. It is a burden upon industry 
and upon everybody concerned, because it is on gross payrolls. 

Senator Martin. Mr. Chairman, I think that is one of the most 
important things confronting us, and, if they are in the position to 
give us that information, it could be given later. 

Mr. Chairman, I think we ought to get at this thing. Somebody 
made the estimate a few years ago we would be in balance these vari- 
ous years, and now we have a deficit, and I w ould like something along 
how we come to the conclusion that these increases will keep us in 
balance in the future. 

This, Mr. Chairman, is a forced savings on the employed people of 
our country, and we ought to be mighty careful that it is solvent at all 
times, because we are the trustees for millions of people. 

The CuHarrman. Not only that, but we must try to examine the 
ability of the economy to stand the impact of this terrific taxation. 
This is taxation on gross payroll. The income tax is on a net income, 
which is a very different thing. 

Secretary Ftemmine. Mr. Chairman, before I ask the Chairman of 
the Advisory Council whether that factor is being considered by the 
Council, could I ask that the question you asked a little while ago 
be rounded out ? 

You now have in the record the point at which the program will be 
in balance under existing law, and I ask we put in the record the point 
at which it would be brought in balance under the proposed changes 
in the law that are now before this committee. 

Mr. Myers. On that point, Mr. Chairman, in calendar year 1959, 
there would still be some decrease in the fund under the bill, although 
not as much as under present law, but, beginning in calendar year 
1960 and running for at least the next two decades, in each year there 
would be an excess of income over outgo. 

The CuHarrmMan. Do you mean by reason of these changes / 

Mr. Myers. By reason of the changes in the bill. 

Secretary FLemMinc. That is right. 

Mr. Myers. Yes, 

The CuHarrMan. It is your position that these changes are more than 
self-sustaining, that more will be collected than paid out? 

Mr. Myers. Yes, Mr. Chairman; that is correct, both over the short 
range in each year and in the long-range future. 

The Cuarrman. It will become operative January 1; is that correct?! 

Mr. Myers. Of 1959; yes. 

The Cratrman. Take the year 1959: what surplus would exist 
under this increase in taxes? 

Senator ANnperson. Can’t we get both ways? I was hoping we 
could get the present bill for 1959 income and outgo, and the present 
bill income and outgo. 

Senator Frear. Mr. Chairman, along the line of the statement the 
gentleman just made, the excess of income over outgo will not be made, 
necessarily, in contributions by employers, employees, and self-em- 
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ployed, but by the interest on the fund that has been built up to this 
approximately $20 billion; will it not? 

Mr. Myers. The interest income to the fund is counted on to help 
support the system. 

enator Frear. Yes, sir. But isn’t that approximately the amount 
of increase of income over outgo during that period of 10 years? Isn’t 
the increase about the interest on the $20 billion? Aren’t your pay- 
ments equal, approximately, to the income other than interest ? 

Mr. Myers. Under the bill, you mean ? 

The Cuarrman. Now, under the present law. How much do you 
collect in interest ? 

Mr. Myers. We are now collecting about $550 million a year. 

The Cuarrman. What percent? The Senator from Delaware wants 
to know, and so does the chairman. These balances you speak about 
come mainly from the interest paid into the trust fund; is that right 
or not ? 

Senator Frear. The excess amounts that will be resolved into the 
fund will come from interest, and not from payments. 

Mr. Myers. No; I think that interest will be only a part of the 
excess. 

Senator Frear. It will be more than that, then? 

Mr. Myers. Yes, sir. 

Senator Frear. I see. 

Mr. Myers. I will show that separately. 

(The requested information is as follows :) 


Hstimated increase in old-age and survivors insurance trust fund, under bill 


[In millions] 


Increase of trust fund due to— 
Benefit 
Tax re- payments 
ceipts and other | Excess of | Interest 
outgo! | taxesover | receipts 
| total outgo | 








$8, 632 | $9, 835 
10, 621 | 10, 389 | 232 | 590 | 822 
11, 106 10, 982 : 634 | 758 


11, 256 | 11, 578 —32: 372 | 350 


13, 124 12, 009 , 115 704 1,819 


13, 652 | 12, 350 , 302 | 76 2, 063 


10ther outgo includes administrative expenses and transfers to railroad retirement account under financial 
interchange provisions. 


Senator Frear. In 1959 how much balance will be left on this bill 
itself, I mean these new taxes as compared to the new expenditures? 

Mr. Myers. In 1959, neglecting the interest element, the bill will 
bring in more in taxes than it will pay out in benefits in an amount of 
about $600 million. 

The Cuatrman. Will that decrease in future years or not? 

Will that be approximately stationary under this bill alone? 

Mr. Myers. Well, for a number of years there will be that excess, 
although in the long run it probably will be reversed. 

The Cuatrman. What part of this comes from an increase in the 
payroll taxes and what part comes from the increase in pay which is 
taxed from $4,200 to $4,800 ? 


29743—58——_9 
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Mr. Myers. Of the $1.1 billion of additional taxes that will be col- 
lected in 1959, about $400 million will come from increasing the earn- 
ings base. 

he other $700 million will come from the one-fourth percent higher 
tax rate on the employee and the one-fourth percent on the employer, 

Senator Wizi1iaMs. I am slightly confused. A moment ago I under- 
stood you to say that under the existing law we are collecting around 
seven and a half billion in 1959, which would be—is that correct? 

Mr. Myers. Yes; that is correct, Senator Williams. 

Senator Wirt1aMs. Under the existing law we would pay out in 
1959, $8.8 billion; is that right ? 

Mr. Myers. Yes, sir; that is right. 

Senator Wiii1aMs. And if there is no change in the law made, you 
would have a deficit of $1.3 billion in 1959, is that correct? 

Senator Bennett. We have interest coming in. 

Mr. Myers. Except for the interest income and the administrative 
expenses going out. 

Senator WiiiiaMs. Yes. 

Mr. Myers. And payment to the railroad retirement account. 

Senator Witt1aMs. Based on payments to your income and increase 
your income in 1959, as I understand it, by $1.1 billion; is that right? 

Mr. Myers. Yes, sir. 

Senator Witt1ams. And you increase your payments out under this 
bill by $700 million; is that correct ? 

Mr. Myers. Yes, sir. 

Senator Bennett. $1.1 billion. 

Senator Witi1AMs. Not your payments. 

Mr. Myers. The benefit payments are increased $700 million; that 
is right. 

Senator Wit11aMs. And in 1959 the effect would be we are increas- 
ing taxes 14 percent, and we are increasing benefits 9 percent; is that 
correct, if this bill is enacted ¢ 

Mr. Myers. That is approximately correct. 

Senator Wmu1ams. When you figure it in 1969 we would reach 
the maximum under this bill of 634 percent, whereas under exist- 
ing law it would be 4% percent; is that correct ? 

Mr. Myers. Those are the rates for the self-employed. 

Senator Witt1aMs. Self-employed ? 

Mr. Myers. But, of course, under present law the rates for the self- 
employed continue to rise after 1969. 

Senator Witir1AMs. That is right. 

The Cuarrman. Six and three-fourths, is the maximum, Mr. Myers? 

Mr. Myers. Yes, sir, for the bill. 

Senator Witt1aMs. But figured in 1969, under existing law the rate 
would be 47% percent on $4200; is that right ? 

Mr. Myers. That is correct. 

Senator Wiru1aMs. Under this bill they would be in that same year 
634 percent of $4,800; is that right? 

Mr. Myers. That is correct, sir. 

Senator Wiiu1ams. And that represents an increase in taxes of 56 
percent; is that correct ? 

Mr. Myers. [It seems to be, I have not figured it exactly but it 
seems to be correct.| Actually, 58 percent. 


Sen 
now v 
ercel 
: Mr. 
Sen 
Mr. 
Sen 


Sen 
Mr. 
Ser 


raisec 


count 
Ist 
Sec 
man < 
now v 
Th 
creas! 
treme 
Ser 
have 
econo 
scales 
Tt 
ought 
prod 
tion, 
tries | 
Mr 
sider’ 
whol 
sounc 
fact t 
Th 
quest 
tion, 
good 
Th 





SOCIAL SECURITY 125 


Senator Wiii1ams, Assuming there is no change in the law from 
now until 1969 that would be an increase in cumulative tax of 58 
percent higher than it would be in existing law for the year 1969? 

Mr. Myers. For the man earning $4,800. 

Senator Witi1AMs. For self-employed ? 

Mr. Myers. Yes, sir. 

Senator Wiri1ams. And the benefits would still remain with a 9- 
percent increase ; is that correct ? 

Mr. Myers. Approximately a 7-percent increase for persons earn- 
ing under $4,200 and 17 percent for the $4,800 individual. 

Data WittrAMs. So I think we might just as well point out 
what we are getting under this bill. 

You are projecting a tax increase beginning at 14 percent that 
scales all the way up to an increase of 56 percent in 1969, under the 
self-employed in turn for a 9 percent increase in benefits; is that cor- 
rect # 

Mr. Myers. Yes, sir; that is correct. Of course, the ultimate tax 
in 1975 and after is only increased from 63 percent to 684 percent. 

Senator Witi1AMs. That is correct. 

Mr. Myers. Which is an increase of only about 6 percent. 

Senator WittiaMs. Just figuring up to 1969 since that was the point 
raised before, that is all I am doing. 

Mr. Myers. That is a correct figure for 1969. 

The Cuatrman. I would like to ask the Secretary if it would be 
possible to include the question of the impact on the economy of the 
eountry in the future of these taxes. 

Is that one of the studies that is being made? 

Secretary FLemmine. Mr. Chairman, I would like to ask the Chair- 
man of the advisory council whether that is one of the studies that is 
now underway. 

The Cratrrman. That disturbs me very much. We are rapidly in- 
creasing this burden fixed by law to the point where it may be ex- 
tremely burdensome, if not destructive. 

Senator Martin. May I interject, Mr. Chairman, by saying we 
have now and have been for several days studying the impact on our 
economy of reciprocal trade agreements, and the difference in wage 
scales of various countries. 

I think, Mr. Chairman, and I am making this comment, I think we 
ought to take into consideration whether or not this increased cost of 
production in our country, and this is an increased cost of produc- 
tion, what effect that will have in our competition with other coun- 
tries of the world? 

Mr. Scnorrianp. Mr. Chairman, the Advisory Council is not con- 
sidering in any detail the effect of these taxes on our economy as a 
whole. It is felt that its frame of reference is to consider the fiscal 
soundness of the system itself. However, the Council is aware of the 
fact that such studies are being made. 

The National Bureau of Economic Research is going into this very 
question, and a number of-other groups are interested in this ques- 
tion, so that we anticipate there will be some rather authoritative and 
good studies. 

The CuarrmMan. Will that be on this specific question ? 
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Mr. Scuorrianp. Yes; on the specific question of the effect of social- 
security taxes on the economy as a whole. 

The Cuarrman. Mr. Secretary, just one other question. 

Do you regard the passage of this bill as being inflationary ? 

Secretary FLemmina. Well, Mr. Chairman, as far as the old-age and 
survivors insurance aspect of it is concerned, obviously it is not be- 
cause it improves the fiscal soundness of the system. 

As I have pointed out the proposed changes in the public-assist- 
ance law would add in the first full fiscal year about $288 million to the 
Federal deficit, and consequently to the extent that a deficit in the 
operation of the Federal Government contributes to inflation this 
would make a contribution in that direction. 

The Cratrman. You say that the study is being made by other 
agencies of the Government as to the impact. 

Senator Bennett. Private agencies. 

Mr. Scuorrianp. A private agency. 

The Carman. Yes. I would like to see included in your report 
if it is possible to do it the study of the impact of these taxes. I think 
that would be a great problem in years to come and I want to ask 
whether that could not be done. 

Secretary Fiemmine. Mr. Chairman, I would be very happy 
through the chairman to take that up with this Advisory Council to 
determine whether or not it is possible for them to make such a study 
within their frame of reference. 

The Cratrman. I know the finance committee would be anxious to 
have that study made because we are embarking on a great project 
here that is going to cost—we would like to know where the point 
comes when it is going to be destructive or very harmful to the busi- 
ness economy of the country. 

Secretary Fremmine. Right. 

The Cuatrman. Could you have a subcommittee of the Commission 
to do that ? 

Secretary Fremmine. I will be very happy to look into that. Hav- 
ing been around only a few days, I am not familiar with the way in 
which this council has been operating but I will be very happy to 
look into it and to see whether or not we can have such a study made. 

The CHatrmMan. And let the chairman know ? 

Secretary FLremmine. Right; I will be happy to report back. 

Mr. Chairman, on the points we have been discussing Assistant Sec- 
retary Richardson has a point he would like to make and which I 
would be very happy to have him make. 

Mr. Ricwarpson. Mr. Chairman, I though it might be somewhat 
clarifying if I said a few words about the character of the short-range 
and the long-range estimates that we have been discussing and the re- 
lationship to them of the proposed increase in contribution rates pro- 
vided for in the House bill. 

I think it should be made clear that when it is said that under ex- 
isting law there is a long-term actuarial deficiency in the old-age and 
survivors insurance system of about a half percent we are talking 
about the quite remote future. 

Actually even under existing law, the trust fund of the old age 
and survivors insurance system will build up gradually so that by 
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the year 2000 it is estimated on the basis of the intermediate cost esti- 
mate to aggregate about $54 billion. 

The Cuatrman. That assumption is on the basis that the Congress 
will not increase the benefits without proportionate taxes ? 

Mr. Ricnarpson. Yes; I am speaking of the existing law. 

The Cuarrman, That isa violent assumption. 

We have gone into these benefits every 2 years, every election year, 
since this program started. 

Mr. Ricuarpson. Under this assumption, under existing law, it 
would be $55 billion in the year 2000. Under the House bill it would 
be $163 billion in the year 2000. 

The CuarrMan. That is conjectural, is it not? Because that de- 
pends upon the Congress increasing benefits without increasing taxes? 

Mr. Ricwarpson. ‘That figure is a projection based on the effect of 
the House bill. It does not purport to reflect what Congress will do. 

The Cuarrman. Speaking of the future, speaking of the year 2000, 
you indicate the Congress is going to increase taxes whenever benefits 
are increased ? 

Mr. Ricuarpson. This is solely a projection of the House bill. 


The Cuarrman. That is based on the fact that no future legislation 
will be enacted ? 


Mr. Ricnarpson. Exactly. 

The CuarrMan. That increases benefits and at the same time that it 
increases taxes ? 

Mr. Ricwarpson. That is true, Mr. Chairman. 

I merely am trying to illustrate the fact that even under present 
law, notwithstanding short-run excesses of benefit payments over in- 
come to the fund in the years 1960 through 1964, the trust fund would 
nevertheless after 1965 increase until in 2000 it will total about $55 
billion. 

The effect of the House bill, as well as erasing deficits in the years 
1960 through 1964, is to produce much larger increments to the trust 
fund by the year 2000, and when we talk about a long-term actuarial 
deficiency of about a half percent we are talking about a deficiency in 
the years 2050 and beyond. The real effect of the House action in 
increasing taxes or rather accelerating the scheduled increase in taxes, 
is thus to shift a larger ultimate share of the cost of the system to 
the present generation of contributors. 

If that were not done, the effect would be to defer those taxes to 
some future generation of workers and employers, even under present 
law. 

Senator Cartson. Mr. Chairman, while we are looking to projec- 
tions, I believe my figures are correct that, at the present time, we 
have about 15 million people, or 814 percent of our population, that 
are 65 years or older, and in about 1975 it is anticipated that we might 
have 21.5 million, or 10 percent of the population. Iam sure that is 
counted into this projection you are making. 

Mr. Ricrarpson. Yes; it is, Senator Carlson. 

Senator Dovaras. Mr. Chairman, may I ask a question on this very 
point ? 

The CuarrmMan. Senator Douglas. 13RD 

Senator Doveras. Isn’t there another safety factor which is not 
taken into account; namely, the upward drift of earnings? I may 
say I think Mr. Myers is an extremely good actuary, and very con- 
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servative, and, as an actuary, he should be conservative, but, if one 
considers that the average earnings will continue to increase to 1965 ag 
they have—— 

Mr. Myers. Yes, Senator Douglas; we assume the earnings are 
level in the future at the level of 1956. 

Senator Doveras. But during the time the system has been in effect, 
there has been a continuous trend upward of earnings? Isn’t that 
true? 

Mr. Myers. Yes. 

Senator Doveias. Unless the future differs very much from the 
past, this upward movement will continue, and as it continues the 
receipts will rise and will be a greater safety factor than that which 
is allowed. Since the benefits will not increase at the same rate as 
the receipts, there is therefore, an additional safety factor which is 
built in; isn’t that true? 

Mr. Myrrs. Yes, Senator Douglas; that is correct. We have always 
done that on the basis 

Senator Dove.as. I understand. 

Mr. Myers (continuing). That the existing plan was built for the 
economy of today and, if the economy changed—— 

Senator Doucias..I1 merely wanted to reinforce Mr. Richardson’s 
point that we need not be prophets of gloom and doom on this. 

Senator Frear. I think, Mr. Chairman, as well as what the Senator 
from Illinois has said, the basis is on what you term the high employ- 
ment which, in our terms, means full employment; isn’t that true? 

Mr. Myrrs. That is just about the case; it really means close to 
full employment. 

Senator Wiiu1aMs. But, getting back earlier to what you said 10 
minutes ago, you said your basis was upon $180 billion payroll today; 
that was projected to a figure of $280 billion payroll. Are you telling 
us that you don’t use any increase of the $290 billion in your computa- 
tion, or are you figuring it will be $180 billion in 2000? 

Mr. Myers. Senator Williams, the reason for that increase is 
solely due to the increase in the population of the country; nrore 
people will be working but still are assumed to receive earnings at 
the rate they were being paid in 1956. 

Senator Wiru1ams. And you figure on no increased wage scale 
above 1956 throughout your computations? 

Mr. Myers. That is correct, Senator. 

The CuatrMan. Have you made any allowance for inflation in 
future years? 

Mr. Myrrs. No, sir. We have assumed that the earnings level 
would stay the same as in 1956, because although in past history the 
earnings have continued to rise, as Senator Douglas has said, we 
think that the assumption we should use for earnings should be con- 
sistent with the benefit level established by the program at the time, 
in other words the way the program was in 1956, and the benefit 
formula at that time. 

The CHatrman. Are there further questions of the Secretary? 

Senator Lone. Yes, sir. 

Senator Kerr. I have some. 

The Carrman. Senator Kerr? 

Senator Kerr. Mr. Chairman, I am trying to analyze the opposi- 
tion of the administration to the public assistance feature of the bill. 
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The first sentence after stating your authorization says: 


We believe that H. R. 13549 incorporates some very desirable administrative 
principles. 

Do you mean by that you think the formula for the additional 
assistance provided is a better one than the one now in use ? 

Secretary Fiemming. Senator Kerr, we do believe that it con- 
stitutes an improvement over the existing formula. 

Senator Kerr. Well, then, assuming that Congress is of a mind to 
provide increased public assistance, would you recommend that it do 
so on the basis of the formula in this bill or on the basis of the historical 
formula heretofore used by the Congress when providing additional 
benefits ? 

Secretary FLemmine. We think that the elements in the formula to 
which I referred in my testimony constitute an improvement over the 
existing formula, and we would hope that those principles would be 
incorporated in any future revisions of the public assistance formula. 

As I indicated, and of course as you appreciate the existing formula 
expires on June 30, 1959, and these principles, which I have lined and 
which I have regarded as acapella are principles that we would 
keep in mind in making any recommendations to the Congress at its 
next session. 

Senator Kerr. In other words, then, if the Congress had in mind to 
make or to increase the assistance program by as much as is provided 
in this bill, you would feel that the formula in the bill is a better one 
to do it with than on the basis as it has been in the past where we just 
voted for an additional $5 increase either top or bottom of the as- 
sistance program ? 

Secretary Ftemmine. That is right. The principle with which we 
take sharp exception is the principle which steps up the percentage of 
the Federal contribution. 

Senator Kerr. Well, what percent does the Federal Government 
now pay, say, of the first $30? 

Secretary Fremmine. The first $30 is 80 percent. 

Senator Kerr. Would you prefer that the Federal Government pay 
the first 80 percent of the first $30 as now provided and then the addi- 
tion under this formula ? 

Secretary FLemmine. Senator, the position we take is that a formula 
should be worked out which would not increase overall 

Senator Kerr. Which would do neither ? 

Secretary FLemmine. Which would not increase overall the per- 
centage of the Federal contribution to the public assistance program. 

Senator Kerr. In other words, then, you would want a formula 
worked out that would make it possible for additional benefits in 
those States where the States are in position to proportionately in- 
crease the benefits which they provide? 

Secretary Firemmine. I have recognized the fact, Senator, that if 
the kind of a formula that is incorporated in the bill, were applied 
to the problem in such a way as to prevent an increase in the total 
Federal participation, that that would mean that some States would 
undoubtedly share to a greater extent than they do now in the Fed- 
eral funds. 

Senator Kerr. Or else—— 

Secretary Fremmine. And other States would not share as much. 
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Senator Kerr. Or else the beneficiaries would not get the increase? 

Secretary FLemmina. No; it seems to me that there is nothing that 
we suggest that would keep anything away from the beneficiaries 
unless the State itself—unless some of the States themselves decided 
to reduce the amount. 

Senator Kerr. Well, Mr. Secretary, if you worked out a formula 
whereby a State would have to increase the percentage it paid to the 
beneficiaries and it was not in position to increase the money under its 
program, but the formula of an increased percentage by the State 
was applied to the amounts received by the beneficiaries, then the 
amount received by the beneficiaries would automatically be reduced, 
would it not? I mean that is just a matter of simple mathematics, 

Secretary Fremmine. That is right. Senator, we assume it is pos- 
sible for the States to participate to a greater extent in the public assist- 
ance program than is now the case. 

Senator Kerr. But the question I asked you was assuming they were 
not ? 

Secretary Fremmine. If you indulge in that assumption, which I 
do not indulge in, why, of course, you would follow through to the 
conclusion that you have stated. 

Senator Kerr. That the change in the formula with reference to 
beneficiaries in the States where the States are not able to substantially 
increase the benefits would result in a decreased amount to the bene- 
ficiaries ? 

Secretary FLemmrine. In some States. 

Senator Kerr. In those States that I have described without nam- 
ing. 

Secretary Fremmine. That is right. 

But again, as I say, I would not start from that assumption, that is 
the difference. 

Senator Kerr. Well, you made that clear, Mr. Secretary. 

Secretary Ftemmine. Right. 

Senator Kerr. But it is not binding on the committee. 

Secretary Ftemmina. Of course not. 

Senator Kerr. And it is all right if I asked what the result would 
be in indulging in the other assumption ? 

Secretary Fiemmine. I just want to—— 

Senator Kerr. Since we are indulging in assumptions we are not 
limited to one, are we ? 

Secretary FLemmine. No,sir. [Laughter.] 

Senator Kerr. Now, in your statement you say: 

If the States find that increased payments to individuals are needed, the Fed- 
eral Government already is in position under the existing law to match, ona 


50-50 basis, State funds to increase payments for 60 percent of all the persons 
now receiving old-age assistance. 


That is in the States with the lower average payments on the bene- 
ficiaries, is it not ? 

Secretary Fiemmine. That is correct. 

Senator Kerr. So that the present formula, while it has resulted 
in an increase in the percentage paid by the Federal Government in 
the entire country, is one in which the Federal Government is a party 
to the lower average paid in the States where such lower average 1s 
being paid ? 
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Secretary Ftemmine. Senator Kerr, I would say that the decision 
that has been made to pay at a lower rate has been a decision made by 
the States, not by the Federal Government. 

Senator Kerr. Concurred in by the Federal Government insofar 
as the payments received by the beneficiaries is concerned ? 

Secretary Fiemmine. No. The Federal Government is sitting here 
saying that if you decide to increase those benefits, we have funds 
available which we will match on a 50-50 basis. 

Senator Kerr. Up toa certain point? 

Secretary Fremmine. That is right. 

Senator Kerr. You do not match it 50-50 above that certain point? 

Secretary Ftemmine. That is correct, but we are not talking in con- 
nection with the States 

Senator Kerr. I am not trying to attach blame one way or another, 
Iam just trying to get into this record the facts. 

Secretary Fremmine. Right. 

Senator Kerr. Now, the facts are that in the States where this 40 
percent is 

Secretary FLemmine. Sixty percent. 

Senator Kerr. No; 60 from 100 leaves 40. I am talking about the 
40. 

Secretary Fiemmine. All right. 

Senator Kerr. The States are paying a proportionately higher per- 
centage of the total than the Federal Government, are they not? 

Mr. Scuorrtanp. Not necessarily. 

Senator Kerr. Well, the Federal Government participates in the 
first $60, does it not? . 

Mr. Scnorruanp. That is right. 

Senator Kerr. If the State is paying $120 there is $60 of it that the 
Federal Government does not participate in a dime, is that correct? 

Mr. Scuorrianp. That is correct. 

Senator Kerr. So any time it goes above $60 total to the beneficiary 
the percentage of the Federal Government in the amount paid on that 
beneficiary starts declining; is that right? 

Secretary Fiemminea. That is right. 

Senator Kerr. So that while there are 60 percent of the States in 
which ' 

Secretary FLemmina. Sixty percent of the persons. 

Senator Kerr. Well, that is pretty well related to the programs 
within the States, is it not? 

Mr. Scnorrianp. There are many States that pay much above $60 
and would have a large number of persons receiving under $60. 

Senator Kerr. But to the extent they have persons receiving above 
$60 the percentage of the Federal participation in the amount paid to 
those beneficiaries correspondingly decreases ? 

Mr. Scnorrianp. That is correct. 

Senator Kerr. And the formula in this bill would change that, 
would it not? 

Secretary Ftemmrine. Yes, that is correct. 

Senator Kerr. That is the reason you say it is a better formula than 
the one now in force or in effect ? 

Secretary Fremmine. I feel that what is really an equalization fea- 
ture that is incorporated in the House bill makes very good sense. 
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The Cuatrman. But you are opposed to its inclusion at this time? 

Secretary Fiemmine. We are opposed to including it and other fea- 
tures in such a way as to increase the overall percentage of Federal 
participation. 

Senator Kerr. You would prefer the spending of this amount of 
Federal money under this formula to the spending of the same amount 
of money if the Congress decided to let the Federal Government pay 
80 percent of the first $35 or 80 percent of the first $40 rather than 80 
percent of the first $30 as now provided ? 

Secretary Fiemmine. That is correct, Senator. 

Senator Kerr. Now, if the Federal] Government provided for an 
additional $5 in those States where it would be matched by the States, 
can you tell the committee the amount of the average increase that 
would be provided to the beneficiaries ? 

Mr. Scuorrianp. Well, Senator, in the past, the history of these 
increases has been that for the first year not all States pass on all of 
the increase, but over a period of a year or two the States tend to 
pass it on, so that it is difficult to say what would happen in the first 
year; it would depend a great deal on the fiscal position of the States 
and the State legislatures. 

Generally speaking, over a period of a few years—around 2 or 3 
years—they pass on around $3 to $3.50 of a $5 increase. 

Senator Kerr. So if the Congress, as it has in the past, provided 
participation for an additional $5, the practice has demonstrated that 
that amount would not be received on the average by the beneficiaries 
in the States? 

Mr. Scuorrianp. Except over a period of time, and over a period 
of time the tendency has been more and more to pass on the increase. 

Senator Kerr. But as you say, on the basis of experience your esti- 
mate is that within the first 2 or 3 years the pass-on would be about 
$3 to $3.50 ? 

Mr. Scuorrianp. That is right. It might be a little higher. I do 
not have the exact figures here before me. 

The amendments to the Social Security Act since 1946 have not 
resulted in any net decrease in State and local expenditures; all the 
States spent more from their own sources in 1955 than in 1946. In 
addition, except in a few States, average payments to recipients of old- 
age assistance and aid to the blind increased by the full amount ($15) 

rovided by the 1946, 1948, and 1952 amendments combined, and many 

tates raised payments more than $15. About 3 out of 5 States also 
increased payments in aid to dependent children by at least the full 
amount of the Federal increase under the 1946, 1948, 1950, and 1952 
amendments. 

Senator Kgrr. In your statement you say: 

In recent years a steadily increasing portion of total public assistance costs 
has been shifted from the States to the Federal Government. 

You said in 1936 State and local governments provided how much— 
80 percent, was it ? 

Secretary Fiemmina. In 1937 it was 80 percent. 

Senator Kerr. Now in 1937, the States and local governments pro- 
vided 80 percent. 

How much was the average received by the beneficiaries at that 
time ? 
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Mr. Scuorrianp. The average received by the beneficiaries, we do 
not have an average payment readily—we could get that for you in 
a moment. 

Senator Kerr. All right. I want to congratulate the Department 
of which you have become a part, Mr. Secretary. It comes nearer 
having the information available to answer the questions asked by 
this committee, I believe, than any other one that comes here. 

Secretary FLemmine. I appreciate that very much. 

Senator oa. So you proceed with perfect confidence because any 
question that any member of this committee could think of can be 
answered by somebody that you have got around. 

Secretary Fiemmine. Thank you, sir. It gives me a very com- 
fortable feeling. [Laughter. | 

Mr. Scuorrnanp. While we are looking up the exact amount I might 
give you the figures as to percentages. 

Was your question for 1937 ? 

Senator Kerr. That is the first date he gave us. 

Mr. Scuorrianp. Taking old-age assistance 

Senator Kerr. Yes. 

Mr. Scuorrianp. First, 1937, the average amount expended in the 
country for old-age assistance was $19.46. 

Senator Kerr. Per person ? 

Mr. Scnorrianp. Per person. 

Senator Kerr. And the States on an average paid 80 percent of 
that ? 

Mr. Scuorrianp. Well, the States in 1937, yes, paid around 80 per- 
cent of that. 

Senator Kerr. Now then he tells us that in 1946 State and local 
governments provided 60 percent of the costs of all public assistance, 
what was the average amount received by old-age beneficiaries that 
year, total ? 

Mr. Scuorr.anp. I should point out, Senator, that that figure of 80 
percent—the exact figure is 7814 percent—that is for all public assist- 
ance, not just for old-age assistance. 

Senator Kerr. If there is a considerable difference then tell me be- 
cause what I am just trying to do, what I am trying to do here, Mr. 
Secretary, is to show that in the beginning, although the program was 
very limited, the States bore the most of it. 

Secretary Ftemmine. Yes; that is right. 

Senator Kerr. And I do not believe, I really do not believe, that 
anybody representing the Federal viewpoint can point with much 
pride to how much the Federal Government was paying to those bene- 
ficiaries who were receiving such low amounts; do you? 

Secretary Ftemmina. I would concur in that. 

penator Kerr. That is not a source of pride to the Department; is 
it? 

Secretary Fremminc. I would concur in that. 

Senator Kerr. That the average being received by the old people in 
the country was $19? 

Secretary Fremmine. That is right. 

Senator Kerr. And that the Federal Government, in its majesty 
and might was paying nearly a total of $4 of that; you do not point 
to that with pride ; do you? 











134 SOCIAL SECURITY 


Secretary Fiemme. I do not. 

The Cuarrman. That is when the dollar was worth something. 

Secretary Fiemmrine. That should be pointed out. 

Senator Kerr. Was the Federal dollar worth any more that it fur- 
nished than the State dollar that it furnished ? 

Secretary Fiemmrne. No. 

Senator Kerr. Does the chairman admit that? 

The Cuamrman. The chairman says that the $19 in 1937 were worth 
far more than they are today. 

Senator Kerr. That is absolutely correct. I was not—— 

The Cuarrman. It was worth much more. 

_, senator Kerr. It was worth 100 percent more then than it is now, 
if the chairman wants to get it correct. But the point about it is that 
the dollars furnished by the State in 1937 were worth just as much as 
the dollars furnished by the Federal Government dollar for dollar. 
That is correct; is it not? 

The Cuatrman. Yes, but the Senator spoke of the ability of the 
States to do certain things. 

Isn’t it true that most States in this Union have balanced budgets, 
so far as you know? 

Secretary Fremmine. That is my understanding. 

The Cuarrman. Isn’t it true we have 

Secretary Fremmine. I will furnish the information on that. 

(The following was later received for the record :) 

In 15 States, general revenue exceeded general expenditure by 3 percent or 
more in 1957 and in 14 States the difference between general revenue and gen- 
eral expenditure was less than 3 percent, according to the most recent compen- 
dium of State Government Finances issued by the Bureau of the Census. In 
the remaining 19 of the 48 States, general expenditure exceed general revenue 
by 3 percent or more in 1957. 

Senator Kerr. That is fine and you are going to find a lot of them 
without balanced budgets. 

The Cuarman. Let us find out what the State deficits are and 
compare them with the Federal deficit. 

Tsn’t it true we are facing a $12 billion Federal deficit ? 

Secretary FLemmine. That is correct. 

The Cuarman. Isn’t it true we are not likely to have a balanced 
budget for many years? 

Secretray Firemomine. Mr. Chairman, I am not in position, I think, 
to project. 

The Cuatrman. The Secretary of the Treasury will appear before 
this committee next week and will state there is no prospect in the 
reasonably near future for a balanced budget. 

Senator Kerr. I thoroughly agree with that. I do not want to 
engage in an argument here with a man for whom I have as much 
respect as any living man but I do not believe the chairman of the 
committee wants to eliminate that deficit at the expense of the people 
on the old-age assistance rolls. At 2 

The Cuamman. I did not say wanted to eliminate it. 

I say the future of this country depends on a balanced budget over 
the years to come. Our budget has been out of balance practically 
for 25 years. We have accumulated enormous debts and with them 


this terrible inflation. 
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Now, the time is coming when we have got to balance this budget, 
otherwise inflation is going to destroy our economy, and certainly 
continuing inflation robs people on the old-age assistance rolls. They 
are among those who are hurt first and most. 

Senator Marri. Mr. Chairman, you might also add this, that we 
are most unfair to the beneficiaries of social security or old-age assist- 
ance unless we give them a sound dollar and not an eroded dollar. 

Senator Kerr. I want to tell you they are not in much shape to try 
to arbitrarily demand as to what kind of a dollar you give them and 
I want to say that I know a lot of them, if you wait to give them any 
more until you can give them a sound dollar, it may be too late to be 
very helpfultothem. [Laughter.] 

I would rather give them a sound dollar than an unsound dollar 
and I say that without admitting that the present dollar is an unsound 
dollar, Mr. Chairman. But it is the only dollar we have got, is it not? 
[Laughter. | 

The Cuarrman. Unfortunately, it is. 

Senator Kerr. So if we are going to give them 

The Cuairman. I would much prefer to have the dollar back to 
the 1939 value. 

Senator Kerr. I made a little statement here one day on how we 
could do that and I will just refresh the chairman’s memory on it. 

The first thing we ought to do if we are going to restore the 1939 
dollar is to reduce congressional and governmental salaries to the 1939 
level. 

The Cuarrman. I will agree to that—— 

Senator Kerr. The next thing—— 

The CuatrmMan. You did not allow me to finish my statement. I 
will agree to that if we reduce the expenses and stop inflation. 

Senator Kerr. The next thing we ought to do and will have to do is 
to reduce the cost of labor to the 1939 level. 

The only way you can increase the value of the dollar is to reduce 
the value of what it purchases. So if we—— 

The Cuarmrman. The Senator does not object to an inflationary dol- 
lar. 

Senator Kerr. I do but Iam just telling you 

The Cuamrman. You are arguing in favor of it? 

Senator Kerr. Not atall. Iam just telling you how we can achieve 
that very worthy objective and I think when we start out to do that 
we ought to start out early in the terms of those doing it so we will 
still be here to finish the job. [Laughter.] 

You see the first thing-—— 

The Cuarrman. Let me ask the Senator a question. 

Senator Kerr. Let me finish my formula and I will be glad to an- 
swer any question. 

Senator ANpERson. Who is testifying? 

Senator Kerr. To be entirely consistent, if we are going to restore 
the value of the 1939 dollar we ought to reduce our own salaries to 
the 1939 level and then all Government employees, and then being in- 
spired by that noble example, we would pass a law reducing the wage 
scale to the 1939 level, and then if we were still here [laughter] and 
still sustained by the courage that had carried us thus far, we would 
next reduce the value of agricultural production to the 1939 level 
and 
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Senator Anprerson. It is there. 

The Cuarrman. Does the Senator —_—_ of the inflation ? 

Senator Kerr. No, sir, I do not, and let me finish my formula. 

The Cuarrman. You are talking on two sides here. 

Senator Kerr. Not at all. 

The Cuarrman. I asked if you approve of cutting the value of the 
dollar down from 100 cents where it was in 1939 to 48 cents where 
it Is now. 

Senator Kerr. I suggest it is not entirely conclusive. 

The Cuatrman. It is just as conclusive as some of the statements 
the Senator made. Nobody is cutting down the salaries on the 1939 
dollar level. I contend if we continue this inflation and lose as much 
of the purchasing power in the next 15 years as we lost in the past 
15 years that then we are going to destroy our economy. 

Senator Jenner. There is no argument about that, is there? 

Senator Kerr. I don’t think we are going to destroy the economy 
but I will tell you right now you are going to shatter my train of 
thought unless you let me finish. [Laughter. ] 

The Cuatrman. If I am able to shatter the Senator’s train of 
thought——. 

Senator Kerr. I might not approve of being out in the sun without 
any protection in a 120° temperature. But I would not want the only 
alternative to be placed in a deep freeze where it was 20° below zero, 

The Crarrman. It would appear that you have destroyed your own 
train of thought. You have brought up a new issue entirely. 

Whether you would be out in the sun or in a deep freeze | laughter] 
has never been mentioned before. 

Senator Kerr. The Senator said that the only alternative, as I un- 
derstood him, to the destruction of our economy by inflation was the 
restoration of the 1939 dollar. 

The Cuatrman. The Chairman did not say that. 

Senator Kerr. You said you wanted very much to restore the value 
of the 1939 dollar. 

The Cuarrman. Of course, we must take into account such sound 
progress as has been made since 1939. But I am opposed to inflation. 
Progress based on inflation is not sound. I think inflation is destruc- 
tive to this country and great inflation has occurred since 1939. 

Senator Kerr. I say to the Senator we need not be destroyed either 
by returning to the 1939 dollar or inflation. 

The Cuatrman. The Senator is willing to go along and have in- 
flation and not object to it and then argue you cannot go back to a 
certain dollar, in a certain year, because you would have to reduce 
the Senator’s salary and that of Congressmen and everybody else 
and we will all be defeated, and there would be nobody here. 

Senator Jenner. That would be good. That might help. 
[| Laughter. | 

Senator Martin. Might I say something relative to the reduction 
of salaries ? 

Back in the early thirties, I helped reduce the salaries including my 
own in the Commonwealth of Pennsylvania, and, unfortunately, I am 
still on the payroll. 

Senator Kerr. I don’t think it is so unfortunate, Mr. Chairman. 

Senator Martin. Thank you. 
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Senator Kerr. Let me finish giving the formula, because the only 
way, the only way you can increase the value of the dollar is to reduce 
the price of what it buys. 

The Carman. You can prevent further inflation to a certain 
extent. 

Senator Kerr. That is one thing. 

The CuHarrman. You can prevent further inflation or encourage 
further inflation. I have never contended that we can abruptly recap- 
ture purchasing power of the dollar once it is destroyed by inflation. 
One reason I am so opposed to inflation is because of the difficulties in 
recovering from it. 

I am opposed to further inflation. 

Senator Kerr. We recovered the value of the dollar in the early 
thirties and there was a restoration of the value of the dollar in a very 
few years to a point of higher than it had been in 15 years. 

Senator JENNER. Through war. 

Senator Kerr. No, through depression. 

And now if I may be permitted in connection with the questions 
I was asking. 

The Cuatrman. I am sorry to interrupt the Senator. 

It brings out new thoughts. I did not think we were being in the 
deep freeze or in the heat had anything to do with the discussion. 

Senator Kerr. It had just this much: What I was trying to show 
the Senator was that in my questioning and statement I favor neither 
the return to the value of the 1939 dollar nor do I favor ruinous 
inflation. 

The Cuatrrman. What do you favor? 

Senator Kerr. I favor being permitted to finish this formula right 
now. [ Laughter. | 

The Cuarrman. All right. But this is becoming a long and in- 
volved formula. The Chair hopes there will be no further interrup- 
tions. 

Senator Kerr. That is all right. But you see we just reduced the 
value of the salaries of Members of the Congress and the employees 
of the Federal Government, we reduced wages of labor to the 1939 
level, we had restored the dollar by reducing the value 

The CHarrman. You do not apply that to the Senator from 
Virginia, do you? 

Senator Kerr. No. 

The CuHarrMan. First you accused me of that. 

Senator Kerr. Not at all. You were the one who said you would 
like to see the restoration of the 1939 dollar. 

The Cuarmman. In substance the chairman said he wanted a dollar 
worth 100 cents. 

Senator Kerr. I did not add a thing to that. 

I was just putting into the record here a formula whereby that 
objective could be achieved. 

Senator WiruiAMs. It might help a little bit of both because one part 
of that formula when you get down to it to rolling back would be 
to roll back the national debt which is a mathematical impossibility, 
and I think all of it is a lot of talk that cannot be achieved. 

Senator Kerr. That is a difference in viewpoint. I found out 

Senator Witu1AMs. Are you going to roll back the debt, too? 
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Senator Kurr. I found out you can get in debt with high-value 
dollars just the same as you can with low-value dollars. 

Senator Wiiu1ams. What would do with the debt when you rol] 
that back ? 

Would you roll back the debt to the 1939 level, or how would you 
do that ? 

Senator Kerr. Of course you would not. You do not change the 
exact number of dollars in the national debt whether you increase or 
decrease the value of the dollar. 

Senator Witu1aMs. That is the point the Senator from Virginia 
made, that once inflation is an accomplished fact, it is mathematically 
impossible to roll it back. 

It may be controlled, it cannot be rolled back. 

Senator Kerr. I am not saying it is impossible to do. I do not 
think it is impossible to do. I am telling you how to do it. 

Then, if men were still here in the Congress after having achieved 
those objectives, they would then have to restore the value of services 
such as those performed by lawyers, doctors, of optometrists, nurses, 
engineers and others 

Senator Frear. Would the Senator object to putting that in the 
second place instead of sixth ? 

Senator Kerr. Not a bit in the world. They are all part of the 
pattern. I just felt this about it, that if we did survive as elected 
officials having done the first three that I referred to, I would want to 
remind Senators that doing the latter would certainly —— 

Senator Frear. Finish it. 

Senator Kerr. Finish it, that is right. 

Senator Bennerr. Mr. Chairman—— 

Senator Kerr. That is what it would do. 

Senator Brennerr. That is a very interesting discussion but I am 
looking at this long list of witnesses with 2 days of hearings, and I 
would respectfully suggest that maybe it could be saved for another 
occasion and we could go back to the problem before us. 

Senator Kerr. I thank the Senator for monitoring the time of me 
andthe Chairman. [ Laughter. | 

I can only say to him that I asked the witness a question as to 
whether or not the dollar furnished to the recipient by the Federal 
Government in 1937 was of the same value as the dollars furnished by 
the State. 

Senator Bennett. The witness answered the question. 

Senator Kerr. He did, and then the train of questioning was inter- 
rupted by our esteemed chairman and others on the committee, and 
J do not know how either the Senator from Utah nor the Senator from 
Oklahoma can prevent that having occurred or its reoccurrence. 
[ Laughter. ] 

You might roll back the national debt 

Senator Bennett. But you cannot roll back the Senator from 
Oklahoma. [ Laughter. | 

Senator Kerr. You might roll back the Senator from Oklahoma. 

The CuatrmMan. Never. 

Senator Kerr. But I assure you you are not going to roll back the 
membership of this committee. [Laughter. ] 
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Now then, in 1946, Mr. Secretary, you said that the State and local 
governments provided 80 percent of the costs. Do you give me the an- 
nual amount that the old-age survivors were receiving then? 

Secretary FLemMine. $35. 31 was the average old- -age assistance 
payment. 

Senator Kerr. About $35, let’s say. 

The Federal Government was furnishing 40 percent of that which 
would be $14 a month, and the States $21 a month ? 

Secretary Ftemmina. I do not have the exact figures that far back, 
the Federal Government was furnishing more than 40 percent. 

This is the percentage of all public assistance and I am giving 
the dollar figure only for old-age assistance. 

Senator Kerr. W ell, but generally speaking, the relationship exists? 

Secretary Fiemminc. There would be a similar relationship but 
the Federal Government was furnishing more than 40 percent at that 
time. 

Senator Kerr. Well, then, whatever percent 

Secretary FLemmine. In that program. 

Senator Kerr. Whatever percent more they were furnishing to the 
aged, would be in dollars and therefore a corresponding percent less in 
aid to dependent children and the blind. 

Secretary Fremmine. That is correct. 

Senator Kerr. Now, Mr. Secretary, do you point with pride to the 
amount the Federal Government was contributing in 1947? 

Secretary FLemmine. Senator Kerr, it seems to me it could have 
undoubtedly done better at that time. 

Senator Kerr. You know I would think, Mr. Secretary, you would 
point with pride as one of the accomplishments of this administration 
to the fact that the Federal Government today was making it possi- 
ble for the average beneficiary to receive how much? 

Mr. Scuotrianp. Old-age assistance, the average beneficiary today 
is receiving, the latest average is— 

Senator Doucias. Sixty-one dollars. 

Mr. Scuorrianpn. Sixty-one dollars; that is correct. 

Senator Kerr. But by reason of the increases which the States have 
made and the greater increases which the Federal Government has 
made, old-age assistance beneficiaries now receive an average of $61 
a month instead of the $19 they received in 1937; is that about correct ? 

Secretary Ftemmina. That is right. It does not allow as the chair- 
man has pointed out for the difference in the value of the dollar but 
those are the actual dollar figures. 

Senator Kerr. But the dollars furnished by the Federal Govern- 
ment are still of the same value as those furnished by the State? 

Mr. Scnorrianp. That is right. 

Senator Kerr. And therefore, this accomplishment that has been 
made possible by the Federal Government is not a source of pride to 
you nor the administration but one of regret ? 

Secretary FLEMMING. Senator, I have not said anything along that 
line. I have not even implied it. I have simply said in our ‘judg- 
ment the overall percentage of Federal contributions to the public- 
assistance program should not increase. 

Senator Kerr. Well, if you approve it why did you use it as the 
basis of objection ? 

29743—58——10 
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sehen kanes. Use what as the basis for objection? 
Senator Kerr. This tabulation of figures which shows that the Fed- 
eral participation percentagewise has been increasing. 

If you approved that why do you use it here as the basis to sustain 
an objection ? 

Secretary Fitemmine. I was not objecting and I did not state any 
objection. 

The only objection that I stated was to a further increase in the per- 
centage of Federal participation. That is the only thing I have ob- 
jected to. 

Senator Kerr. Mr. Secretary, you start out by saying: 

The second major issue which I would like to discuss deals with the proposed 
changes in the Federal Government’s participation in public assistance— 
and you say you oppose that. Isn’t that correct? 

Secretary Ftemmina. I go back to page—— 

Senator Kerr. I say you oppose that ? 

Secretary Fiemmina. I oppose a further increase in the percentage 
of Federal participation, nothing else. 

Senator Kerr. I thought you said you opposed the $288 million 
because that would increase the prospective deficit ? 

Secretary Fitemmine. I said I opposed it because it would increase 
the Federal participation, the percentage of Federal participation 
in this program. I called attention to the fact that it would like- 
wise add to the Federal deficit but the basic objection is the one I have 
been stating. 

Senator Kerr. But you say that you would prefer this formula to 
the one that Congress has heretofore used ? 

Secretary Fiemmine. That is right, and I have stated, and I have 
outlined three aspects of the formula that are included in the House 
bill we think from an administrative point of view would improve 
the situation. 

Senator Kerr. Would you furnish by Monday morning the formula 
you would use if you were going to recommend a $288 million increase 
in the benefit program ? 

Secreetary Fremmine. Well, Senator—I think in response to 
earlier questions, that I stated to you that if the Federal Govern- 
ment is going to spend that amount of money, we would recommend 
the formula in the House bill. 

Senator Kerr. Well, I thank you very much for that because I 
do not think there is the slightest doubt, Mr. Secretary, but what 
the Congress intends to increase the amount of assistance. I don’t 
think there is the slightest question of it, and that being the case, I 
think it is reassuring to have the statement by the Department that 
if we are to increase the amount then you recommend the formula 
in the bill. 

Secretary Fremmine. That is correct. The only basic objection 
that we have to the bill is the fact that it increases the percentage 
of Federal participation. 

The Caarrman. Senator Williams? 

Senator Long? 

Senator Lona. Mr. Secretary, you just have come here from the 
Office of Defense Mobilization ? 

Secretary Fiemmine. Well, a year and a half ago, Senator Long. 
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Senator Lone. A year and a half ago? 

Secretary Fiemmine. Yes. 

Senator Kerr. Senator, would you yield for just one statement? 
I wanted to say I thought we had an excellent Secretary down there, 
and I think the present Secretary is one of the finest appointments 
that President Eisenhower has made, and I want that to go into 
the record, too, Mr. Secretary. 

Secretary FLemmine. Thank you, Senator. 

Senator Lone. Are you familiar with the fact that this adminis- 
tration is recommending a mineral subsidy ? 

Secretary FLtemmine. Before I took office—I read about that in 
the newspapers; yes, sir. 

Senator Lone. Do you have any estimate of what the cost of that is? 

Secretary Fiemmine. I do not; I am not at all familiar with the 
bill. 

Senator Lona. Would you be surprised to find out it is estimated to 
cost about $350 million a year ¢ 

Senator Kerr. $600 million, according to the House committee that 
the bill they reported out, on the basis of the approval of the adminis- 
tration, would be in the neighborhood of $600 million. 

Senator Wixu1aMs. I think, to get the record straight, the adminis- 
tration is recommending one around $275 million, the Senate passed 
one for $350 million, and the House now has it to $600 million. It is 
growing, inflation. 

iv Senator Lone. Do these figures surprise you as to the estimated cost 
of that mineral-subsidy progr ram! 

Secretary FLEMMING. Senator, I have not seen the overall figures. 

I am well enough acquainted with the problem that it is possible to 
develop a program that would involve that amount of money. 

Senator Lone. My question is this: Is there any reason why this 
program for subsidizing minerals should be any less inflationary than 
the public-welfare proposal for benefiting about 9 million needy 
people in this country ? 

Secretary Ftemmine. Senator Long, anything that adds to the Fed- 
eral deficit, of course, makes a contribution in the direction of inflation, 
one just as much as the other, and the only thing that I would like to 
point out is that, in connection with this public- assistance program, as 
I indicated in my prepared statement, as I understand it, in this coun- 
try we have regarded these programs as State programs vand the thing 
that we are objecting to is a further increase in the percentage of F ed- 
eral participation in the program. We are not objecting to an in- 

crease in the amount paid to the beneficiaries under this program. As 
I have pointed out in my statement, we feel that is possible, we do 
object to the increase in the percentage of Federal participation. 

Senator Lone. Can you tell me how much or how many needy aged 
people were being assisted by State governments the year prior to 
the time that the Federal matching or public welfare started ? 

Mr. Scuorrianpb. I am not sure I get your question. 

Secretary FLemmina. That is back to 1937. 

Mr. Scuorrianp. 1937? 

Secretary Fremmrine. Or 1936. 

Senator Kerr. Whenever the Federal program started. 

Senator Lona. A year prior to the time when the Federal program 
started. How many aged were being assisted by State governments? 





142 SOCIAL SECURITY 


Mr. Scuorrtanp. It is very difficult to give you that figure, because 
so many of them were in the category of general assistance. There 
were only limited special State programs. There were some State 
programs, but mostly programs of general assistance. 

Senator Lone. What is your best guess? 

Mr. Scuorrianp. Well, we could start from 1936 and guess from 
that. There were, in 1936, the first year of the program, 1,107,000. 
My guess is that, probably, before that, those assisted over 65 might 
have been, I don’t know, maybe half that much. I think there was q 
tremendous increase the first year of the Social Security Act. 

Senator Lone. That was with Federal matching ? 

Mr. Scuorrnanp. Yes. 

Senator Lone. Do you estimate that about half that number, before 
that time, would be the number ? 

Mr. Scuorrianp. That would be my guess. 

Senator Lone. What is the number at the present time? 

Mr. Scuorrianp. At the present time we have 2,460,000. 

Senator Lona. 2,460,000? 

Senator Dova.as. 2,464,000. 

Mr. Scuorritann. That is correct, Senator, if you want to be ex- 
actly accurate. Pardon me, Senator; I do have a figure for you prior 
to the Social Security Act. We do have just the year prior; it was 
378,000 in 1935, and in 1934 it was 206,000. 

Senator Lone. So, when the Federal Government started assisting 
the States in doing these things, the number of people being assisted 
trebled the first year that happened; is that a correct statement ? 

Mr. Scuorrianp. That is correct. 

Senator Lone. And there has been a steady increase since that time 
in the number of persons assisted ? 

Mr. Scuorrnanp. Yes, sir, prior to 1950, except during World 
War Il. 

Secretary FLemmina. Senator, that is when it was on a 50-50 basis. 

Senator Lone. Yes. Well, the matching has been liberalized since 
that time, and the number has been increased. 

Do you feel that the payments to the aged are more than adequate 
at the present time ? 

Secretary Ftemmine. Senator, I would never say that. Obviously 
it is impossible for anyone to generalize in that particular area. You 
have got to know about the individual cases, but I certainly would 
never say that, and as I have indicated here, I am not contending that 
there should not be an increase in the benefit payments. 

In all probability there are a good many instances where there should 
be an increase in them. I am simply contending that the States 
should assume a larger percentage of that load, as we move into the 
future. 

Senator Lone. My impression of that argument is that this tends to 
happen. Someone says at the Federal level, “Now the Federal Gov- 
ernment ought to require the States to do more.” 

So then at the State level, like thinking people tend to say that 
“Now the State really should not assume all that burden. The local 
government should do that.” 

Then they get down to the local level and some say, “The relatives 
ought to take care of that person.” 
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If the person is poor, his children are seldom well off, so the father 
has to take his boy out of school and put the boy to work somewhere 
to try and provide family income so he can look after grandpa. It is 
a matter of robbing the cradle to try to provide for the grave by try- 
ing to take that approach to it. 

At the local level for people with no relatives there was an old 
poorhouse approach saying “Here we can fix this up so it won’t cost 
much, send them out to the county poorhouse, and just work those peo- 
ple until they drop dead.” It seems to me we never have had an ade- 

uate program for the aged and the program has improved steadily 
since the Federal Government started putting up more money to assist 
the States in providing for these people. 

Secretary Fiemminea. Senator Long, I would like to make it per- 
fectly clear that I am in complete agreement with the increasing 
sense of responsibility on the part of governments for dealing with 
what I regard as a very serious problem, and it seems to me that as a 
society we have never gone anywhere near far enough in dealing with 
the problem in an adequate way. 

But I appreciate, as you do, that you put your finger on one of the 
difficult problems in the field of Federal-State relationships. 

I think the Federal Government has got a real obligation to set 
what I might call a national goal in an area of this kind and indicate 
what it is society as a whole, governments at all levels, and private 
institutions should be doing in order to deal with this problem in an 
effective manner. 

On the other hand, I personally do not think that it is sound to 
see the States gradually move out of the picture from the standpoint 
of the assumption of fiscal responsibility or from the standpoint of 
making a contribution along fiscal lines to the achievement of these 
national goals. 

I think the Federal Government has made a real contribution to 
the achievement of these national goals. I think we should con- 
tinue to do it. And I recognize the fact that even staying with the 
present percentage, or the present percentage relationship between the 
Federal Government and the State government, that the Federal Gov- 
ernment may have to spend an increasing amount of money on it. 

But I think the time has come when we ought not to just let this 
curve of the percent of Federal participation keep moving up until it 
finally hits 80 or 90 percent because you and I know that if it does, 
this will no longer be an operation that will really be administered 
by the States and local communities. 

You and I know it would ultimately become an operation that was 
administered by the Federal Government. 

It is that trend that, it seems to me, is serious, and that we should 
attempt to halt. 

Now we have been talking about rollbacks. I am not necessarily 
advocating rollbacks, and I appreciate the problems in rollbacks but 
the only thing that I am advocating here this morning is that we do 
not do something that will step up the percentage of Federal contribu- 
tion to the total public assistance program. 

I think the States that can—the States where it is possible for them 
to increase the amount for the aged and get matching on a 50-50 
basis with the Federal Government—should do it. 
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I am sure that there are serious problems in these States but I fee! 
that the States can assume a greater share of this responsibility than 
they are, as of this morning, and that is why we are objecting to a fur- 
ther increase in this trend. 

; Senator JENNER. Would the Senator yield right there for a ques- 
tion ¢ 

"amano Lone. I would like to examine the witness if I might and 
then—— 

Senator Jenner. It will never get down to me because we are going 
to om these hearings off and right there is a point that is burning my 
soul. 

Senator Lone. Go ahead. 

Senator Jenner. If the States do take more of this responsibility, 
are you as a Federal Government willing to relax your stringent re- 
quirements on the States? 

Secretary FLemmune. Senator, it is difficult, of course, to respond 
to a generalized question of that kind in a generalized way. 

Senator Jenner. Let me make it specific. 

My State, for example, said “We are going to publish the people 
who receive old-age assistance,” and the Federal Government says, 
“No; you are not. If you do we are going to withhold $20 million 
from your State.” 

Now why the State of Indiana did that was because people were 
using this as a graft. 

Big strong men, boys, come in and make an affidavit that they can- 
not help their father and mother, that they were paupers in order 
for their parents to qualify to get money out of the Government, and 
you acquiesced in that and when Indiana tried to stop the frauds going 
on you said “No; you cannot.” 

What I am trying to find out is if the States will take more respon- 
sibility will you take your clammy hands off the States? [Laughter.] 

Secretary Fremmine. Senator Jenner, I know nothing about this 
statement. 

Senator Jenner. I put an amendment through and that is the law, 
you cannot do it now. I am using it now as a specific example. 

You said you could not answer a general question, I want to know 
if you want to keep a stranglehold on the States or if you are willing 
to let the States operate their own business if they put their own 
money in. 

Secretary Fiemmine. Senator, I personally believe firmly in an 
area of this kind of the Federal Government setting certain general 
standards under which funds are to be expended 

Senator Jenner. What about the standard I just spoke of? 

Secretary FLemomine. Just a minute. 

Senator JENNER. Do you call that a general standard ? 

Secretary Fremmine. And delegate the authority to act to the 
States. 

Senator Jenner. You did not delegate it, you said you cannot have 
$20 million of your own money that my people paid in because you 
would not follow our rules. 

Secretary Fremmine. Senator, I don’t know about your com- 
ment 

Senator Jenner. Look it up, and bring it back to this committee 
and answer it. 
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Secretary FLemmine. Let me say this, if this percentage of Federal 
participation continues to go up I am sure of the fact that Federal 
controls will continue to increase. 

There is not any doubt in my mind about that. That is the way our 
form of government operates. 

Senator JENNER. Well, there is no need to pick on the old people. 

Secretary Ftemmine. And properly so. 

Senator Jenner. I am not picking on that but the chairman of 
this committee put his finger on it. If we keep on doing all these 
things for all these people there is no question what will happen and 
we can sit here Congress after Congress and we cannot give you or 
anybody else enough money to take care of the old people in this 
country because it would not buy them a cold greasy pork sandwich. 

Secretary Fiemmine. Senator, as I have tried to make clear I per- 
sonally feel that society as a whole has got to go further than it has, 
I am talking not only about the Federal Government, I am talking 
about State and local governments, and I am talking about private 
organizations but I do believe that it is essential for us to try to arrive 
at a reasonable meeting of minds as to how far the Federal Govern- 
ment is going to go in terms of the percent of participation in this 
public assistance program. 

Senator Jenner. But the answer to that general overall ques- 
tion 
Secretary Fiemmine. I do not want to go any further than that. 

Senator Jenner. We have got to help these people but if we do 
not stop this inflation we are not going to help them or anybody else, 
are we? 

Secretary FLemmine. Senator, I am not arguing for any additional 
expenditure of Federal funds. 

enter JENNER. This bill as I understand it will increase the 
reserve of the Federal Government by several million dollars and 
you take that money that comes in, you do not hold it in trust for 
the old people but you spend it as fast as it comes in to help Poland 
and Czechoslovakia and so forth and when pay day comes it is not 
there, there is just an LOU in the till. 

Secretary Fremmine. Senator, I gather your present comments 
deal with the old-age and survivors insurance aspects of the bill? 

We do favor the old-age and survivors insurance part because we 
believe that it will put the old-age and survivors insurance system 
on a sounder basis from a fiscal point of view at the same time that 
it gives what we regard as some needed increases. 

Senator JENNER. Well, we must quit kidding the people of this 
country and we must quit kidding our old people who are going to 
need assistance; if we do not stop inflation we cannot pass enough 
bills and raise enough money to keep from starving to death. 

You can say it any way you want to. 

Secretary Fremmine. I do not feel the old-age and survivors insur- 
ance part of the bill contributes to inflation. 

Senator Jenner. I thank the Senator for yielding because I wanted 
to bring out that point. 

Senator Lona. I just wanted to ask about this question. 

Are you familiar with the fact in a great number of States a maxi- 
mum is imposed on the amount that a State can provide for a needy 
aged person ? 
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Secretary Ftemminc. Imposed by the State? 

Senator Lone. By the State, yes. 

Secretary Fiemmine. Yes. 

Senator Lone. Do you feel that there is a tendency of States to 
hold their maximum at the point where they can have an advan- 
tageous amount of Federal matching or at least to the level of the 
Federal matching ? 

Secretary Fremmrine. Of course it is difficult to ascribe reasons for 
an action of that kind. If they do ascribe that particular reason, 
I think that is wrong, I think it is wrong policy, wrong policy as far 
as the State is concerned 

Senator Lona. Doesn’t it encourage a State to go ahead and provide 
a more liberal maximum and provide more liberally for those for 
whom they are attempting to provide assistance if the Federal Gov- 
ernment will match them up to the extent of their contributions ? 

Secretary Fremminea. Well, basing it on the way human nature ac- 
tually is I assume that possibly some States would react in that par- 
ticular way, but my feeling is that we should not always encourage 
that kind of a relationship between the State and the Federal Govern- 
ment. 

I mean the Federal Government should not act in such a way as to 
always encourage a State to assume less responsibility than it should 
assume. 

Senator Lone. Do you know that under this administration the 
Federal Government had undertaken to pay 90 percent of the cost of 
building interstate highways? 

Now why would the Federal Government want to increase its share 
to that great an extent, if it were not in large measure due to the fact 
that the States were having great difficulty finding sufficient funds 
for highways ? 

Secretary Fremmine. Well, I am not familiar with that program so 
I am not in position to discuss it. But I appreciate the fact that 
States, like the Federal Government, have fiscal problems and I also 
appreciate the fact that in order to deal with some of these serious 
situations that we are having, States are at times, as well as the Fed- 
eral Government, going to have to make some sacrifices in order to 
deal adequately with it. 

I just feel that we are at the point now where we should encourage 
the States to do more in the way of making some sacrifices to deal 
with this very real and very human problem. 

Senator Lone. We have had an 8-percent increase in the cost of 
living and a lot has been said about that. 

People who are poor feel the increase in that cost of living the most, 
the pinch is greater on them is it not ? 

Secretary Ftemminea. Sure. 

Senator Lona. The needy who have to depend on that weekly check 
for bread feel that increase in cost more sharply than someone who has 
a surplus income. 

Secretary Ftemmine. Sure. 

Senator Lone. If you had to choose between the Federal Govern- 
ment participating more fully in providing for the aged and the needy 
and between the job not being done or not being done adequately which 
would you prefer ? 
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Secretary FLemmrine. Senator, I do not believe that I have to make 
that choice. I believe that it is possible for the job to be done and be 
done adequately by maintaining the right kind of relationship be- 
tween the Federal and the State government. 

The thing I am interested in, I am sure every one is, is to keep the 
administration of a program of this kind as close to the grassroots as 
it is humanly possible to keep it, and I think if this trend continues of 
increasing the percentage of Federal participation in the program, 
you are gradually going to take the administration away from the 
grassroots where, in the final analysis you get the best results. 

Senator Lone. If you want to keep it so close to the grassroots why 
do we have a public assistance program at all ? 

Why don’t we just have an insurance program if you want to 
keep public assistance at a State level ? 

Secretary Ftemmine. I appreciate, Senator, we have got to try to 
strike a balance. I appreciate the fact that you can take issue with 
my judgment as to what the proper balance is and I with you. 

I know it is not something that lends itself to objective measure- 
ments. But I do think that there is a basic principle involved here 
which, it seems to me, has a direct relationship to the total effective- 
ness of our programs in the field of public assistance, and that is the 
only reason I am taking the position I am at the moment. 

enator Lone. Just one more question, Mr. Secretary, and then I 
am through. 

You have in this bill a provision which provides for about a $33 
minimum. 

Do you think that any retired person can live on $33 a month? 

Secretary Ftemmine. You are now talking about old-age and sur- 
vivors insurance ? 

Senator Lone. Yes. 

Secretary FLemminc. My response to that is: If he has no other 
source of income, no; I don’t think it is possible for him to doso. And 
as far as the fixing of the minimum is concerned, Commissioner Schott- 
land is in better position to indicate the reasoning back of that than 
Tam. 

Senator Lone. My question is: Should not we try to find some way 
under this program, if we are going to try to work an insurance 
program and move in the general direction of universal coverage to 

rovide a minimum adequate enough so that the person who is being 
insured would not have to go down hat in hand to the welfare office 
and ask for welfare assistance when he finds it necessary to retire? 

Secretary FLemminea. Senator, as I understand it, of course that 
has been the overall objective of the executive branch and the Con- 
gress to gradually strengthen the insurance program in the hope that 
that would reduce the necessity of persons asking for public assistance. 

Now, whether over a long period of time we can accomplish an ob- 
jective of that kind I do not know but I think it is a desirable objec- 
tive just as you do, I think we should move in that direction. 

Senator Lone. I would hope we could increase it to at least $40 
under this bill, and I am just curious to know the attitude of the 
Department. 




































































148 SOCIAL SECURITY 





Secretary FLemmine. May I ask Commissioner Schottland as to just 
how this particular figure was arrived at ? 

Mr. Scuorrianp. Well, this is historical, as the Senator knows, 
but I would like to point out that a very large percenatge of the people 
at the minimum are not low-wage earners necessarily. 

They are people who are in and out of the system, so that their 
earnings under the system are low. This does not mean that their 
total earnings are low. 

For a person to receive the minimum, under the bill, his average 
wage would have had to be at or below $54 per month. 

There are not many people in the labor market today with average 
earnings of $54 per month or less except those who are in and out of the 
labor market, or in and out of covered jobs. 

So by increasing the minimum you do not necessarily help the low- 
income worker. You would help those who are in and out of covered 
work, such as maybe an occasional doctor who would get some job 
for which he would get credit toward old-age and survivors insurance 
or a housewife who may get an occasional job, or something of that 
kind. 

Senator Lone. Do you think that the primary benefit should be at 
least $40 if the person is not drawing retirement from some other 
source ¢ 

Mr. Scuorrianp. Well, if the import of the question is $40 sufficient 
to live on, the answer obviously is, it is not. 

Our feeling has been that merely raising the minimum itself does 
not really help the low-income wage earner, but rather the person who 
has worked only intermittently in the covered jobs. 

Senator Lone. In Louisiana, we have a liberal public assistance 

rogram as far as eligibility is concerned, and we are proud of it, 
but we find that about 40 percent of the aged people who are drawing 
social security payments there are drawing such small amounts that 
they find it necessary to supplement their income. It would seem 
that the purpose of the program was to see that would not be 
necessary. 

That is a pretty high percentage. We try to provide a $68 old- 
age assistance minimum. We go beyond the point where the Federal 
matching ceases. I would hope you would help us to work out some- 
thing here so that this program of insurance would be adequate so they 
would not have to ask for public assistance, because they would have 
adequate income from their insurance program. 

Mr. Scuortianp. Nationally, Senator, about 13 percent of the re- 
tired worker beneficiaries are betting the minimum and this is grad- 
ually going down so that more and more as the program continues 
you are having fewer and fewer people at the minimum or very close 
to the minimum. 

Senator Lone. Thank you. 

Senator Wiii1aMs, Mr. Schottland, there was some mention made 
to a Commission studying this whole problem. That Commission was 
appointed in 1956, I think. 

Mr. Scuorrianp. As a result of the 1956 amendments. The Ad- 
visory Council was actually appointed in 1957. 

Senator Wi11ams. How many members are there on the Com- 
mission ? 
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Mr. ScHorriaNnpb. There are 12 members. 

Senator Witu1AMs. You are a member ofthe commission ¢ 

Mr. Scnorriann. By law Iam the Chairman. 

Senator WituiaMs. Yes, could you tell us the membership of the 
rest of it ? 

Mr. Scuorriann. The chairman asked that we put it in the record, 
but we will be very glad to give it to you now if you wish. 

Senator Wiiu1aMs. Well, I mean the reason I ask that question, it 
would be put in the record but I did not want to get from your other 
answer that you did not know the membership of the Commission, 
that you could not give it. 

Mr. Scuorrianp. No,sir. I know it very well. 

Senator WiuuiaMs. I was going to say I though in 2 years you 
would have gotten acquainted enough so you would know them now. 

Mr. Scuorrianpb. Yes; I do know that, Senator. 

The Cuarrman. Let him give the Commission. 

Mr. Scuorriann. The Advisory Council is constituted as follows: 

There are 3 employer members, 3 employee members, and the others 
are members from the general public. 

The three employer members are Mr. Reinhard A. Hohaus, the 
vice president and chief actuary of Metropolitan Life Insurance Co.; 
Mr. Elliott V. Bell, chairman of the executive committee of McGraw- 
Hill Publishing Co.; and Mr. Robert A. Hornby, the president of 
Pacific Lighting Corp. 

The 3 labor members are Mr. Nelson H. Cruikshank, director of the 
department of social security of the AFL-CIO, and 2 other members 
of the social security committee who represent 2 large unions; 
Mr. Eric Peterson of the International Association of Machinists, and 
Mr. Joseph W. Childs of the United Rubber, Corp., Linoleum and 
Plastic Workers. 

The six public members are Dr. Douglas Brown of Princeton Uni- 
versity; Dr. Thomas N. Hurd, of Cornell University; Dr. Carl H. 
Fischer, of the University of Michigan; Mr. Malcolm H. Bryan, the 
president of the Federal Reserve Bank of Atlanta; Dr. Arthur F. 
Burns, former Chairman of the Council of Economic Advisers and 
now president of the National Bureau of Economic Research; and Mr. 
R. McAllister Lloyd, who is president of the Teachers Insurance & 
Annuity Association. 

The Cuamman. Are there any further questions 

Senator Anperson. I only wanted to ask a couple of short questions, 
I would hope. 

Mr. Richardson, did I understand you to say correctly that the trust 
fund by the year 2,000, assuming we recognize there can be changes 
in the law but just taking the law as it is now, that the trust fund 
might build up by 2000 to $50 billion ? 

Mr. Ricuarpson. Under present law, yes, Senator. 

Senator AnpEerson. Under this proposed new law, it would build 
to $138 billion ? 

Mr. Ricwarpson. To $163 billion, according to the intermediate- 
cost estimate. 

Senator Anprerson. By that system, you would have the present 
generation or the next 1 or 2 paying for future generations? Had 
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you given any thought toward trying to keep the rates down far 
enough so that this tremendous increase would not take place? 

Mr. Ricuarpson. Well; the considerations which led the Ways 
and Means Committee to make the changes that would have this result 
were that, after the year 2030, the tremendous fund that would b 
then have built up will start to go down again, and will run fairly 
heavily into the red, perhaps, beyond 2050, so they wanted to bring 
it into a longer term adjustment from then on. 

Senator Anperson. Senator Carlson and I have been on the Ways 
and Means Committee over in the House, and we recognized they had 
a right to take that position. What position does your Department 
take? Do you think it is desirable to put all this burden between 
now and the year 2000 for problems that will arise after the 
year 2000? 

Mr. Ricwarpson. We think that it is desirable to bring the system, 
as a whole, more nearly into balance, taking it into the long-range 
future, which can be done only by increasing the taxes paid sooner 
to the level where they will be from 1975 onward, even under exist- 
ing law. 

Senator Anperson. But you are proposing to raise the trust fund 
from $50 billion to $163 billion in order that people after the year 
2000 will have a solvent fund. 

Why should not they, in that generation, pay the cost of it? Why 
does the present generation have to pay for their life-insurance 
policies, sickness policies, or whatever it may be? 

Mr. Ricuarpson. Well, I think it is a question of how you regard 
the contribution rate. You could have, right now, a lower rate, if 
you were not looking to the long-term solvency of the system. 

Senator Anperson. Well, I recognize that now, for the year 1958, 
we may have a higher rate because people now working are going to 
be wanting benefits in 1970. But when you start saying that people 
between 1958 and 1978 shall pay for what somebody is going to draw 
after the year 2000, is that a sound insurance actuarial basis? 

Mr. Ricuarpson. The only other way to do it would be to charge 
lower contribution rates than now scheduled from now until what- 
ever year you choose, and then at some time in the future, maybe 
the year 2040 or so, you would sharply increase the tax rate. 

The judgment underlying this is that we ought to have a system 
which would permit a level rate of contributions over a long period 
of time, and not a fluctuating rate to suit the particular conditions 
at the time—the ratio of old people to employed persons and so on— 
and the only way to make it level is in the manner proposed. 

Senator Anperson. But you do not know what the problem is 

oing to be after the year 2000. You may reverse this tendency of 
ong life. Very recent statistics indicate that it might already have 
been reversed this last year or two, and a great many things may 
happen. I am only trying to say: Aren’t you only supposed to be 
calculating what people who are now in the fund will eventually 
draw, and make it solvent for those people ? 

Mr. Ricuarpson. No. 

Senator ANpEerson. You are not? 

Mr. Ricwarpson. No; I do not think that is the premise on which 
contribution rates have, from the beginning, been determined. We 
have always talked about level-premium rates. 
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Senator Anperson. Were you in from the beginning? 

Mr. Ricuarpson. I am trying to express what I understood to be, 
at least in recent years, the judgment of the Congress. 

Senator ANDERSON. You say recent years of the Congress, and then 
ou start talking about the original conception of it. I sat in on a 
few of those discussions. 

Mr. Ricuarpson. I think it is true, Senator, as I understand it, at 
one time it was thought that the Congress might have to appropriate 
funds in order to make possible payments to beneficiaries, 

Senator AnpErsoN. [ am not talking about that at all. 

Mr. Ricuarpson. But, in more recent years, whenever we have 
calculated the costs to the system of a benefit increase, we have ex- 
pressed those costs in terms of a level-premium rate, and that level- 

remium rate is based on the same calculation as at present in stating 
that the long-term actuarial deficiency of the old-age and survivors 
insurance trust fund is 0.57 percent. 

Mr. Scuorrianp. If I may make a statement, the persons retiring 
in the year 2000 are starting into the labor market now. 

Senator Anperson. I do not question that. We started talking 
about 2040, and very few people alive now will be working at that 
time, unless we change the whole concept of our work. 

Mr. Ricuarpson. I think it is correct, Senator, to say that, from 
the beginning, the basic concept of this program on the part of pre- 
vious administrations, this administration, and the Congress, inso- 
far as their actions and reports are concerned, has been that this 
should be a fully financed program in perpetuity. 

Senator Anprerson. Yes; I won’t argue that, either. But there 
isno reason why that generation, when it gets to the year 2000, cannot 
start looking at what 2040 is going to do. It will have plenty of time 
to do it. 

I do not understand why you need a trust fund of $163 billion, and, 
if you think that is too large, why the Department does not recom- 
mend some scaling down of the rate to get it where it reaches a sufli- 
cient amount and no more. There has been much talk about the situa- 
tion as to taxes, and this has a direct bearing on how high these pay- 
roll taxes have to go. 

Mr. Scuorrianp. I might state this Advisory Council on Social 
Security Financing is making a study on just how high this fund 
might go. 

Senator ANpErSON. That is all right. 

Mr. Myers. May I make a statement on the size of the fund? 

One point might be of interest. In the year 2000 although the esti- 
mate shows a fund of $180 billion, if you had to have at that time 
a fund sufficient to pay overall the people then receiving benefits and 
nobody else, you would have to have a fund of about $300 billion. 

Senator Anprrson. I am in the insurance business just a little bit 
and I know if you had a hundred houses insured for fire and they all 
burned down the same day it would be a little problem. 

Mr. Myers. But these are people actually receiving benefits at that 
time. 

Senator Anperson. Yes, I understand but actuarial tables on this 
have to all draw out funds at the same time. 

If $50 billion is sufficient now, I do not know why $63 billion is 
needed in the year 2000. 
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Let me go to one other point and I will be through. 

I tried to take your words down. You say it would result in a $288 
million deficit, Mr. Secretary, for fiscal year, maybe 1959. 

Secretary Fiemmine. For the first full fiscal year. 

Senator ANpErson. And to that extent it would be inflationary, is 
that right? 

Secretary Fiemmrnc. I said that the proposed bill would increase 
the Federal contribution by an additional $288 million for the first ful] 
fiscal year and probably by more than $300 million in future years, 

Now in response—— 

Senator Anperson. In response to a question you said and to that 
extent it would be inflationary ? 

Secretary FLemmine. Well, I said this, in response to the question, 
that it would add to the projected Federal deficit and to that extent 
would be inflationary. 

Senator Anperson. I would be glad to have you examine your re- 
marks and I thought I wrote them down. Are you sure you did not 
say “and to that extent you thought it would be inflationary” ? 

Secretary Fremmine. I am sure I said it would add that much to 
the projected Federal deficit and would make a contribution to in- 
flation. 

Senator Anperson. You did. 

You said exactly that. You said $288 million to the Federal deficit 
and to that extent it would be inflationary. 

Secretary FLemmine. Yes. 

Senator ANnprerson. Therefore you think we should bear in mind 
this inflationary element of it when we are considering it? 

Secretary Fiemmine. Although the primary factor I think is the 
one we have been stressing in my response to the question. 

Senator Anperson. I was only interested because this afternoon I 
will be dealing with Euratom which represents another $400 million 
or so and I had not thought about considering its inflationary impact. 

I thank you. 

The Cuarrman. Are there any further questions? 

Senator Cartson. Mr. Chairman, Senator Anderson has brought 
back memories of our service to the House Ways and Means Commit- 
tee when we did make a very vital change in the original concept of 
the social-security program which started out to be sort of an indi- 
vidual insurance for an individual setup item by item and we applied 
it generally—I well remember that fight in its early days so we have 
had some problems in the past. A 

As I sat here this morning, Mr. Chairman, I am not going to get 
into the revenue side of it, the increased benefits or the number of bene- 
ficiaries, but I have been thinking just for a few moments of the terrific 
growth of this organization since 1935 and I happened to be a Mem- 
ber of the House at that time. 

How many employees do you have at the present time? 

Secretary Fremmine. You are thinking of the Social Security Ad- 
ministration. 

Mr. Scuorruanp. A little over 23,000. 


Senator Cartson. 23,000 employees, you have how many sections, 


you have old-age assistance, public assistance—how many do you 
ave? 
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Mr. Scnorrtanb. We have four bureaus. We are divided into the 
Commissioner’s Office and four bureaus, the Bureau of Old Age and 
Survivors Insurance, the Bureau of Public Assistance, the Children’s 
Bureau, and the Bureau of Federal Credit Unions. 

Senator Cartson. In the OASI how many employees would you 
have ? 

Mr. Scnorrianp. 22,600 authorized positions. 

Senator Cartson. You mean you have twenty-three thousand-some 
total and 22,600 are OASI? 

Mr. Scuorrnann. Most of them are in OASI, we have almost a thou- 
sand in the remainder of the Social Security Administration. 

Senator Cartson. For the record would you put in the number of 
employees in these other branches you have mentioned ? 

I do not want to take the time of the committee but it is interesting 
to me because I have watched the growth of it over the many years. 

(The following was later received for the record :) 

As of August 5, there were 23,289 persons actually employed in the Social Se- 
curity Administration. Of these, 66 were in the Office of the Commissioner, 
235 were in the Children’s Bureau, 258 in the Bureau of Public Assistance, and 
22,331 in the Bureau of Old-Age and Survivors Insurance. 

Mr. Scuorrianp. I would be very glad to do that. 

Senator Carison. Do you have regional offices? 

Mr. Scnorrianp. Yes, the Department has regional offices and we 
are part of them; but in addition we have area offices, which are 
payment centers, and then we have 584 district offices serving com- 
munities throughout the United States. 

Senator Cartson. Mr. Chairman, as a member of the Post Office 
and Civil Service Committee I made a study some time back and I 
was amazed to find and I believe the committee will be amazed I be- 
lieve I am correct, that most of these top administrative positions, I 
would call them executive positions, are grade 15 in the classified serv- 
ice, is that correct ? 

Mr. Scuorruanpd. That is correct. 

Many of them below grade 15 among our top executive positions. 

Senator Carison. In other words, some of these people who ad- 
minister, I mean direct, or are executives over, shall I say, several 
hundred employees, are grade 15 ? 

Mr. Scuorrianp. That is correct, Senator. 

As a mater of fact, in the Bureau of Old-Age and Survivors In- 
surance of our 22,000 plus employees we have only 3 persons in grade 
16 or above. 

Senator Cartson. You mean you only have three supergrades ? 

Mr. Scuorrianp. That is correct. In the Bureau of Old-Age and 
Survivors Insurance. 

Senator Cartson. Well, I want to say, Mr. Chairman, that I can- 
not think of any agency in our Federal Government that operates as 
efficiently and I know these people operate efficiently because I have 
gone into some of it, as this group does with that number and I think 
it is something our committee should give consideration to before we 
report this bill. 

r. ScnorruannD. Thank you. 

Secretary Fremmine. Mr. Chairman, Senator Carlson, may I revert 

to my days on the Civil Service Commission and say that I concur 
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with you and feel that there is some underclassification there that cer- 
tainly should be looked at and considered. 

Senator Cartson. Dr. Flemming, I just want to say this, that the 
committee of which I happen to be ranking member on and have 
been chairman on, has recommended and if we get approval through 
Congress for additional supergrades but every agency of the Govern- 
ment requests them and it is not awfully easy as a former member, I 
know you will say, to get supergrades and I hope our committee will 
look into this before we report this bill. 

Senator Bennett. Mr. Chairman, I would be glad to yield to the 
Senator from Illinois. 

The CuarrMan. Senator Douglas? 

Senator Dovexas. I have only a few questions. 

I would like to ask a technical question first about old-age insur- 
ance, 

In your estimates of costs don’t you make a high-cost estimate and a 
low-cost estimate, and then take the arithmetic average of the two as 
your best estimate ? 

Mr. Myers. Yes, we make a low-cost estimate and a high-cost esti- 
mate and average them to get the intermediate-cost estimate. 

Senator Doveras. And you estimate, you give a high-cost estimate 
up to 2,050 on a level basis of approximately 9 percent, and a low-cost 
estimate of approximately 7 percent and therefore take an interme- 
diate average of 8 percent, is that correct ? 

Mr. Myrrs. Yes, sir, that is the case for the present old-age and 
survivors insurance system. 

Senator Dovetas. Yes. 

Now, the difference between the high-cost and the low-cost esti- 
mates tend to be relatively low in the initial period, isn’t that true? 

Is it not between 6.62 as the high-cost and 6.27 as the low-cost on 
only one-third of 1 percent in absolute terms, or 5 percent relative, 
isn’t that so? 

Mr. Myers. That is correct. 

Senator Dovcias. But at the end of the period your low-cost esti- 
mate is 9.62, your high-cost estimate is 14.39 or there is a gap of nearly 
5 percent in absolutes and 50 percent in relatives, isn’t that true ? 

Mr. Myers. Yes, that is true. As we go further out into the future, 
we obviously know less of what the variation would be. 

Senator Doveras. So your estimate there is imbalance in the sys- 
tem really is heavily weighted by this high-cost estimate of yours of 
14.39 for 2,050? 

Mr. Myrrs. Well, it is weighted equally by the low-cost estimate 
and the high-cost estimate. 

Senator Doveras. I understand. 

On the low-cost basis that would only be 9.62 and on a level premium 
basis, if we take the low-cost figures, the system would already be ade- 
quately financed without any increase in contributions, isn’t that true? 

Mr. Myers. Yes, that is correct, Senator. 

Senator Doveras. As I say, Mr. Myers, I have the highest respect 
for you, and I have watched you work for 25 years, I was on the origi- 
nal Advisory Committee on Social Security and I think you are a 
great public servant and if you are not a supergrade 18 you ought to 
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be so immediately. [Laughter.] And it is fine to have conservative 
actuaries around because they restrain us. 

Nevertheless, we should not take the word of actuaries as gospel 
truth. They often hold up an admonitory finger but they should not 
necessarily be the determinants of policy. 

In view of the fact that there is this built-in safety factor of an 
increase in earnings which has enabled us to increase benefits through- 
out the system without corresponding increases in contributions and 
in fact even while we have delayed increases, and at the same time 
we have a $23 billion reserve, I do not think the case has been made 
for speeding up of contributions or the increase in rates to the degree 
that is provided in the House bill. I would suggest, Mr. Chairman, 
that as we go into executive session that we ask Mr. Myers to be here 
and question him a little bit more closely to the validity of his high- 
cost estimate because if that is excessive, then the system is very much 
more solvent, even on present contributions, than his intermediate 
estimate indicates. 

That is the question on old-age insurance. 

Now I would like to ask a question on assistance. 

The Cuarrman. We will have plenty of experts here when we start 
tomark the bill up. 

Senator Dovucias. Now, Secretary Flemming, I take it that you are 
opposed to any increase of Federal contributions for old-age assist- 
ance, aid to dependent children, aid to the blind, and aid to the totally 
disabled ? 

Secretary Fremmine. In the percentage of Federal contribution. 

Senator Dovenas. You are opposed to any increase in totals, too, 
are you not? 

Secretary Ftemmine. No. If you take my statement I said: 

It should be emphasized that the administration’s opposition is not directed 
against an increase in assistance payments to individuals but is directed only 
against an increase in the proportion of such payments that will be borne by the 
Federal Government. 

I am impressed by this fact: If the States find that increased payments to 
individuals are needed, the Federal Government already is in a position under 
the existing law to match, on a 50—50 basis, State funds to increase payments for 
60 percent of all the persons now receiving old-age assistance. 

If the States call upon us to match in that way, why of course the 
Federal expenditures would go up. 

Senator Dovetas. Put it this way, you would be opposed to any 
change in the formula which would result in an increased total present 
contribution for each of the classes ? 

Secretary Fremmine. Which would result in an increase in the 
Federal percentage payment to the total. 

Senator Doveras. You would be opposed to any change in the for- 
mula which would involve an increased Federal] contribution if that 
provided for an increased Federal percentage ? 

Secretary Fiemmine. That is right. 

Now in terms of overall dollars it can go up under existing law as 
you appreciate. 

Senator Dovetas. But the initiative in these cases would have to 
come from the States? 

Secretary Ftemmine. That is right. 


29743—58——11 
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Senator Doveras. You do not want to have any initiative coming 
from the Federal Government to increase the benefits ? 

Secretary Ftemmine. I am perfectly willing to have the initiative 
come from the Federal Government, but I am not willing to see a per- 
centage increase. 

Senator Doveras. You are not willing to see the money come from 
the Federal Government ? 

Secretary Firemmina. I believe, Senator, there are times when we 
can take the initiative and exercise leadership along fiscal lines. 

Senator Dovetas. Not at this time? 

- Secretary FLemmine. I am not sure at this time we have done every- 
thing in the Federal Government we can and should do to raise the 
sights in terms of what should be done. 

Senator Dovetas. It is desirable to raise the sights but it is also 
desirable to get there. 

Secretary FLemmine. That is right. 

Senator Dovetas. Vision is not everything. 

Secretary Fiemmine. And I think it is possible to exercise leader- 
ship in such a way that the States will help us get there as well as 
the Federal Government. 

Senator Doveias. Has your statement been approved by the Bu- 
reau of the Budget # 

Secretary FLemmine. Not my specific statement ; no. 

Senator Doueias. Does the policy which you have outlined repre- 
sent the policy of the administration ? 

Secretary Fremmine. I can say that the policy I have outlined is 
in accord with the Bureau of the Budget’s understanding of the policy 
of the administration. 

Senator Dovetas. That is you have talked this over with the Bu- 
reau of the Budget ? 

Secretary Ftemmine. That is correct. 

Senator Doveisas. Have you talked to them in the White House? 
Is that a proper question ? 

Secretary Fremmine. I think I should stop at the Bureau of the 
Budget. That isthe proper place for me to stop. 

Senator Doveias. Suppose we pass the House bill, would you ree- 
ommend a veto ¢ 

Secretary FLemmine. I would. 

Senator Dovetas. You would recommend a veto? 

Secretary FLemmine. Yes. 

Senator Dovetas. Are you acquainted with the fact that the House 
Foreign Affairs Committee has at this moment under consideration a 
bill to increase retirement benefits for Foreign Service officers by 10 
percent ? 

Secretary Ftemmine. No; Iam not. 

Senator Dovetas. It is a fact which I have verified by telephone 
communication with the clerk of the House Foreign Affairs Commit- 
tee. 

Are you aware of the fact that this has been endorsed by the Bureau 
of the Budget ? 

Secretary Ftemmina. No; I do not know anything about it. 

Senator Dovetas. The clerk of the House Committee on Foreign 
Affairs informs me that the Bureau of the Budget has endorsed this 
10 percent increase for Foreign Service officers. 
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So the Bureau of the Budget apparently does not object to a 10 per- 
cent increase for Foreign yeh officers whose average retirement 
pay is $5,231 but it does object to an increase of, say 7 or 8 percent for 
pple on old-age assistance whose payments are equal to $61 a month 
or $732 a year. 

Is there any representative of the Bureau of the Budget here? 

Is there any representative of the Bureau of the Budget in the room ? 

I know I should not beat you over the head because of the Bureau 
of the Budget. Lenahier.{ 

Secretary Ftemmine. Senator Douglas, I think I also should make 
clear that I have not said at any point that we object to an increase 
in the amount of money received by those who receive 

Senator Dovetas. Providing other people put it up; providing the 
States put it up? 

Secretary FLemmina. Yes, sir. 

Senator Dovetas. Sure; but you do object to the Federal Govern- 
ment contributing any more money to increase the allowances. 

Secretary Ftemmine. It is a State program. 

Senator Dovenas. No, it isa Federal-State program. 

Secretary Ftemmina. Senator, I do not object to the Federal Gov- 
ernt putting more money into it. 

Senator Dovetas. Providing the States take the initiative and in- 
crease the allowances to the individual ? 

Secretary FLemmine. That is right. 

There is an additional Federal money to be put in. 

Senator Dove.as. But they could not go above $60. 

Senator Kerr. Without paying 100 percent of it. 

Senator Dovetas. That is exactly so. 

Secretary Fremmine. Well, the fact remains there is a good deal 
that can be done. 

Senator Dovetas. Up to $60? 

Secretary Ftemmine. Up to $60 and there are additional Federal 
funds available in order to make it possible to do that. 

Senator Dovetas. The average is $60. 

Do you think $60 is an adequate amount ? 

Secretary Fremmina. I would not allege that it was completely 
adequate. 

Senator Dovetas. Is it relatively adequate ? 

Secretary FLemmine. No, I think—— 

Senator Dove.as. If it is not relatively adequate, it is inadequate, 
is it not ? 

Secretary Ftemmina. Sure. 

Senator Dovetas. Then you are in favor of maintaining an inade- 
quate old-age assistance program ? 

Secretary FLemmine. No; wait a minute, I have not taken any po- 
sition as of the moment. 

Senator Douetas. Iam helping Senator Kerr here. 

Secretary Ftemmine. I have not taken any position as of the mo- 
ment, Senator Douglas, on that $60 ceiling. 

The only position I have taken is in the increase in the percentage 
of the Federal contribution. 

Senator Dove.as. Well, of necessity you have taken a position on 
this ? 








158 SOCIAL SECURITY 


Secretary FLemmine. No. 

Senator Doucias. When the Federal Government will not grant 
my sums for allowances in excess of $60 ? 

secretary Fiemmine. Well, even when that particular figure could 
be increased without the Federal percentage contribution to the pub- 
lic assistance programs going up. 

Senator Dovatas. I thought you said you preferred the formula 
we have given which graduates it compared with a flat percentage 
increase. 

You prefer this percentage formula with a larger percentage going 
to the poorer States ? 

Secretary Fiemmine. I favor that; yes. 

Senator Doveras. Then you ought to make some change in the 50- 
50 formula yourself, so you really are retreating. 

_ Secretary Ftemminc. Wait a minute, I am not necessarily advocat- 
ing a 50-50 formula; I am saying don’t go above your present 55 
percent. 

Senator Doveras. Overall figure. 

Secretary Fremmine. Overall; that is the overall figure. My ar- 
gument is that we should not go above that overall percent, but I have 
not taken any position 

Senator Dovaias. Suppose we should take the $60 ceiling off there 
and provide 55 percent for all sums over $60 ? 

It would not increase the percentage, but it would increase the total. 

Secretary Fitemmine. I would not argue against an increase in pay- 
ments but I would argue against anything that would increase the 
percentage of the Federal contributions. 

Senator Doveias. Then we may be getting together. 

Suppose we say we got an increase of $10 or $15 in the ceiling which 
the Federal Government would contribute 55 percent. : 

Mr. Ricuarpson. That, Senator Douglas, would be of assistance 
only in the States best able to support an increase in their own public- 
assistance program. 

It would mean additional Federal matching in States that have 
substantial payments in excess of $60, and only in those States. What 
we have advocated, in terms of the administrative provisions referred 
to by the Secretary is a change in the formula that would relate 
Federal payment more nearly to the fiscal situation of the States, 
with an average Federal participation as near as may be 

Senator Dovetas. It is in that House bill? 

Mr. Ricwarpson. As near as may be practicable over a course of 
time to 50 percent. 

Senator Doveias. How do you get it started ? 

Mr. Ricwarpson. The way we would get to it under the bill is 
through the range, in which we would participate in payments in 
excess of $30. The minimum percentage in the House bill is 50 
percent. 

The maximum is 70. We say essentially we favor a range. 

Senator Doveras. Below 50? 

Mr. Ricwarpson. I think we would prefer a range that extended 
below 50 in the case of the high-income States. But in principle we 
think there should be that kind of a variance in the Federal contribu- 
tion between the States in terms of the relative fiscal capacity. 
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Senator Doveias. What relative percentage increase would this 
bring assuming no adequate State payments? What is the total cost 
now on an annual basis ? 

Mr. Ricuarpson. Total dollar amount? 

Senator Dove.as. For public assistance. 

Mr. RicHarpson. About $1,800 million. 

Senator Doveuas. I do not mean old age but altogether. $3 billion? 

Secretary Fiemmine. Under the present bill ? 

Senator Doveras. Present law. 

Mr. Ricuarpson. About $3 billion. 

Senator Doveras. And is the increase roughly 9 percent. 

Mr. Scuorrianp. Nine percent. 

Senator Doveuas. In order to be precise, 9.6 percent. 

Now what has been the increase in the cost of living since the last 
general assistance law was passed ? 

Secretary FLemmine. That would be 1956. 

Approximately 5 percent. 

Senator Dovetas. So if you do not make any increase there would 
be deflation of real income of those on assistance ? 

Isn’t that true ? 

Secretary Fremmine. If you pick 1954 as a base, the price levels 
have gone up about 7.8 percent. 

Senator Dovauas. That is right, and during that same period your 
average old-age assistance payment has increased 19.3 percent. The 
average payment of aid to dependent children, 1314 percent. 

There had been a hiatus before that 

Secretary Fremmine. Yes. But, personally, I do not think we 
should be satisfied with anything that just deals with the cost-of- 
living increase. 

Senator Jenner. Mr. Chairman, if the Senator is finished he said 
he would yield to me. 

I have to go to another meeting. 

There is one thing I want to have explained to me. 

What happens to this money that is paid in under this fund ? 

Secretary Fremmrne. Paid into the trust fund, sir? 

Commissioner Schottland ? 

Senator JENNER. Just take it step by step and tell me what happens. 

Mr. Scuorrianp. The funds are collected by the Treasury, and I 
think you are familiar with the process of payroll deduction. 

Senator JENNER. Yes, Lam. 

Mr. Scuorritanp. Self-employed persons file their returns once a 
year. ° 

The funds are taken by the Treasury then and put into a trust fund. 
The trust funds are invested in Government securities, either special 
securities or securities which are sold in the open market. 

Those funds invested in securities sold on the open market bear the 
same rate of interest as the same securities purchased by anyone else. 

Senator JENNER. How much is that? 

Mr. Scuorrnanp. The special securities bear the average rate of 
interest of all outstanding securities of over 5-year duration since 
these are long-term investments. That was the purpose of the 1956 
change in the law. 

Senator JeEnNeR. How much has been paid into the fund? 
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Mr. Scnorrianp. You mean the total collections from the beginning 
under the old-age and survivors insurance system ¢ 

Senator JENNER. Yes. 

Mr. Scuorrianp. Let me have just a second on that. 

Senator Jenner. Approximately. 

Mr. Scuorrianp. About $56 billion. 

Senator Jenner. And that is gone out into Government bonds? 

In other words, the Treasury uses it, they put an I O U in your till 
and say we have so much money of your money; is that right? 

Mr. Scuorrianp. The difference between the $55 billion in tax eol- 
lections and $22 billion in the trust fund has gone out in benefits to the 
persons in the program. 

Senator Jenner. I understand. What is going to happen to the 
balance? Just what I said—the Treasury says “Here is an I. O. U.”; 
and your trust fund and the Treasury is using it for the current opera- 
tion of Government; isn’t that correct ? 

Mr. Scuorrianp. That is correct; namely, that the Treasury bor- 
rows the money from the trust fund, giving the Government bonds, 
and uses the proceeds just as it would for any other receipts. 

Senator JenNER. Now has there been any thought given to reevalu- 
ating this whole system so that the penalty is not placed on thrifty 
people of this country ? 

Do I make myself clear ? 

Mr. Scuorrianp. No. 

Senator Jenner. I don’t? 

Let me make it clear. I know about the operation of this law. I 
will give you an example of how it works. 

I assume you folks are acquainted with it, I hope you are, and I 
something ought to be done about it. 

_ Aman or a woman makes an application for old-age assistance, an 
investigator goes out to see her. 

Senator Bennett. This is not social security but assistance. 

Senator Jenner. Old-age pension, and this is all a part of this 
program. 

Senator Bennett. It istwo different programs. 

Senator Jenner. I know it is two different programs, but it is all 
part of the cost of this whole thing. 

Senator Bennett. No. 

Mr. Scuorriann. They are separately financed and entirely differ- 
ent programs. 

Senator Jenner. I want to talk just a moment. ‘ 

I know about the contribution in the social-security fund, and I 
want to talk about the old-age-assistance program because it is all tied 
in together because the purpose of it as I understand it is to help the 
older people in this country in their old age with the old-age and 
social security program so they can survive; is that correct? 

Mr. Scuorrianp. That is correct. 

Senator Jenner. This investigator goes out and he goes up to this 
home where the people have made an applicable and they have a lit- 
tle worksheet, and I think this ought to be looked into. 

They say, “Do you own this home?” “Yes, I own the home.” 
“What other income have you got?” 
“Well, I don’t know.” 









“Ts the 
“Oh, y 
my life. 
So the 
Then 1 
There 
have bee 
do somet 
“Well 
“No, we 
neighbo 
a little 
that.” 
So th 
“Mr. 
“Wel 
he has 
worn W 
makes t 
I cou 
got ano 
Then 
gvoes Ou 
e “Oh, 
“Hay 
oh 
now.” 
So tl 
“Ha 
“Oh. 
chickel 
garder 
“Ho 
We 
“Do 
“Oh 
now is 
So t 
OW 
“Oh 
trying 
her to 
The 
La 
becau 
own | 
he di 
they : 
and h 
and s 
Bu 
peop! 
of hi: 





ining 


id I 


, an 


this 


; all 


Ter- 


dI 
tied 
the 
and 


this 
lit- 


SOCIAL SECURITY 161 


“Ts that your garden out there?” 

“Oh, yes, yes, I have raised eight children, I have had a garden all 
my life. Mother cans her food” and so forth and so on. 

So the little investigator writes something down. 

Then they say, “Whose cow is that out there ?” 

There is a little 2-acre patch of ground, I know this happens; I 
have been in this. I don’t understand why our Government does not 
do something about it. 

“Well, that is your cow. Do you use all the milk from that cow?” 
“No, we do not use all the milk from that cow. We have got some 
neighbor s here and we sell a little milk to our neighbors and we make 
a little butter and take it to town and buy sugar or something like 
that.” 

So the investigator writes something else down. 

“Mr. Gray, you have pretty good clothes there, how about that?” 

“Well, I will tell you what, one of my boys works up in the city and 
he has to wear rather good clothes and when his clothes get a little 
worn why he just sends them to me, and mom makes them over and 

makes them fit,” so the investigator writes something else down. 

I could go on and on. I am not going to belabor this because I have 
got another meeting I have got to go to. 

Then Mr. B makes an applic ation, and then the little investigator 
goes out to ~ Mr. B, and says “Mr. B, do you own this place?” 

“Oh, no, I do not own this shack; it is about to fall down.” 

“Have you paid the rent? What do you do, pay rent?” 

ae es, I have not paid it for 6 months; they are trying to get me out 
now.” 

So the investigator writes something down there. 

“Have you got a garden, Mr. B?” 

“Oh, no, I would not have a garden, I tried one one time. The 
chickens ate up everything I have, and I just never fooled with the 

garden, that is just a lot of nuisance.’ 

“How many children have you pot?” 

WY ell, I have got eight ¢ -hildren.” 

“Do they help: you any?” 

“Oh, no, they cannot hardly help themselves. Why three of them 
now is living off the township’s trustee.” 

So they write something down on their book. 

“Well, how about your clothes, Mr. B, they look pretty bad.” 

“Oh, yes, look at that hole in the seat of my breeches, I have been 
trying to get the old woman to patch it for 3 months, and can’t get 
her to do it.” 

They write something else down. 

I am going to try to make a long story short, but I have to go on 
because you folks ought to look into this because Mr. B does not 
own a home and would not pay rent, they gave so much. Because 
he did not have a garden and so as he had to buy all of his food 
they allowed so much on that. Because he did not have any clothes 
and had no way to purchase clothes, they allowed so much for that, 
and so forth and so on. 

But Mr. A up here who has raised a good family of substantial 
people, good Americans, honest hard- working people, worked all 
of his life to raise those children, he is penalized because he does not 
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have to pay rent, because he does have a cow and he sells some extra 
milk and because he does have a garden and so forth. 

What I am trying to say to you is the basis of this program is 
wrong, because you are putting a penalty on the thrifty people of 
this country and you are encouraging the no-accounts. 

I think it is wrong. 

I do not say Mr. B should not have what he is getting, but I say 
Mr. A should not be penalized because he has been a good citizen 
and raised a good family and that is the basis of your old-age- 
assistance program. 

Am I right or am I wrong—social security and old age? 

Mr. ScHorrianp. Senator, these programs are State programs, 

Senator JENNER. Wait. You set the standard, you give the direc. 
tions down. Ifthe boys in the States do not follow you, you are going 
to penalize them. 

Just answer my question. Am I right or wrong on the basic prin- 
ciple of how you arrived at who is needy and what they are entitled 
to and who sets the standards ? 

Mr. Scuorritanpb. You are not correct, Senator. 

Senator Jenner. I am glad to know that. Tell me where I am 
wrong. I am glad to know that. 

I just happen to have been a welfare attorney for several years, and 
have been through dozens of these cases that I have just told you about. 
Now you tell me where I am wrong. 

Mr. Scuorrtanp. The State of Indiana, in which you worked, de- 
termines for itself what the standard will be. It determines for itself 
whether it will consider the vegetable garden and the cow, and so 
forth. 

Senator Jenner. Who determines the qualifications of the person- 
nel who work in Indiana ? 

Mr. Scuorr.ann. The State of Indiana determines those qualifica- 
tions. 

Senator JENNER. You mean you have no standards? 

Mr. Scuorrianp. We have no standards except to—— 

Senator JENNER. You do not tell them certain people should be 
employed for certain reasons? 

Mr. ScuorruanpD. That is correct; we do not. 

Senator Jenner. All right, go ahead. 

Mr. Scnorrianp. The only thing we say under the Federal law 
is that Indiana or any other State must have a merit system. 

Senator Jenner. That is right. Now you are getting to it. Merit 
system, that is right. Go ahead. 

Mr. Scuorr.anp. All we are saying, all the law says under the merit 
system is that we must require some type of merit or civil service sys- 
tem. But what kind the State has is entirely a State determination. 

Senator Jenner. Then your contributions under this merit system 
that you set up the standard for—and I know about the merit system— 
I know is who is qualified to work, because you determine that, your 
merit system. In other words, you do not withhold any money, your 
contributions, from the State which puts a penalty on the thrifty and 


gives a premium tothe lazy? You do not take that into consideration, 
do you? 
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Mr. Scnorrianp. Senator, we do not think the Federal law does 
that. You see, one of the problems we have to struggle with 

Senator Jenner. You contribute half of the money. Do you not 
have anything to say about it ? 

Mr. Scuorr.anp. Yes; we do, but we do not think our contribution 
of half puts a premium on the lazy. 

Senator JENNER. Well, suppose you said to a State, “You cannot 
do this. You cannot put a penalty on the thrifty people. If you do, 
we a withhold our contributions.” What do you think would hap- 

en 

Mr. Scnorrianp. You see, Senator, we are caught on the horns of 
a dilemma. If we have too many Federal regulations to enforce the 
Federal law, Congress takes the position, which you took in your 
opening statement, that we should not do this. 

Senator Jenner. That is right. 

Mr. Scuorrianp. If we do not have sufficient regulations, Congress 
may take the position which you are now taking, that we ought to 
do something about it. [Laughter.] 

Senator JENNER. What do you think about it? Do you think some- 
thing should be done about it ? 

Mr. Scuorrianp. It is our feeling 

Senator Jenner. Under the hypothetical case I just gave you, do 
you think that is fair, or do you think something should be done 
about it ? 

Mr. Scuorrtanp. We think that the State, in a case like that, 
certainly ought to do something about it, and we think 

Senator JENNER. Well, suppose we write into Federal law that 
unless a State does not penalize the thrifty old people of their State 
that the Federal Government must withhold their funds, their con- 
tribution. Would you be in favor of that kind of a law? That 
would kind of police this thing, would it not? 

Secretary Fiemmine. Senator, if I may respond to that, I do not 
think the Federal Government should get into more policing activities 
in this particular area. I go back to my original statement. 

Senator Jenner. You have been in it all your life. I just told you 
about the fact we had over $25 million, and you were trying to police 
us. You told us we could not publish in the newspapers, we could not 
publish the names of people receiving old-age assistance. 

When did you change your mind and your hearts? 

Secretary Fiemmine. Senator, as I told you before, I know nothing 
about that specific case. 

Senator Jenner. Well, find out about it, Dr. Flemming, because 
it is awfully important. 

Secretary Fremmine. But on the basic issue you just raised with 
Commissioner Schottland, my response would be, no, we should not 
write more regulations into Federal law, or the executive branch 
should not be issuing a lot more regulations. 

I think the problem you outline is a problem for the State of In- 
diana, and I think the State of Indiana should set the right kind of 
standards in order to deal with that problem, and I think the Federal 
Government should keep its hands off and let the State of Indiana 
work out a proper solution to that problem. 

Senator Jenner. All right, let us assume the State of Indiana does 
correct this injustice, and I think it is an injustice. Don’t get me 
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wrong, I am not saying that Mr. B and the people in that class should 

not have as much as they are getting, but I do not like to see Mr. A 

penalized. I think it is bad for this country, its future, to penalize 

the thrifty people. 

Let us suppose, now, let us take the hypothetical that Indiana does 
correct that injustice. Let us suppose that Ohio does not correct it. 
Are you going to still give the same contribution to Ohio that you give 
to Indiana, your 50 percent or whatever it is? 

Secretary Fiemmine. We believe in the concept of State and local 
administration of programs of this kind, and the answer to that is 
“Yes,” 

Senator Jenner. In other words, you do not care how they admin- 
ister the law locally, you are still going to give them what they are 
entitled to? 

In other words, if the investigator in Ohio wants to—I am just using 
this as a hypothetical—wants to double or triple the benefits to B and 
further penalize A, it is still O. K. with you folks down in Wash- 
ington ? 

Secretary Fremmine. Senator, so long as it complies with Federal 
law, yes. 

Of course, I would not indulge in the assumption that any investi- 
gator in the State of Ohio would do something like that. 

Senator Jenner. I used that as a hypothetical. [Laughter.] 

Secretary Fremmrna. I have a very high regard for what the State 
of Ohio would do in handling that problem. 

Senator Jenner. Let’s get that straightened out. I used it as a 
hypothetical. 

Secretary Ftemmine. I want to keep the record straight. 

Senator Jenner. I want to keep it straight, too. I am finding out 
from you you do not care what happens to a State, they will still get 
their Federal money just thesame. Is that right? 

Secretary Fiemmrne. Senator, the Congress of the United States 
has included in these laws certain standards. It has told the execu- 
tive branch of the Federal Government to do certain things in order 
to administer those standards. 

I am not quarreling about those at the moment. All I am saying 
is, let’s think twice before we tighten the grip of the Federal Gov- 
ernment on the way in which what is essentially a local program should 
be administered. 

Senator Jenner. All right. 

Now then, if that be true, would you oppose or support Federal leg- 
islation to tighten those standards in the respect that I have been re- 
ferring to? 

Secretary Fremmrne. Offhand, I think I would oppose them on gen- 
eral principles. 

Senator Jenner. I just wanted to know where you stood, and I 
thank you very much. 

Senator Dovetas. I have a solution for this difficulty. I have an 
amendment, which has always been opposed by the administration, 
namely, to exempt the first $50 per month of earned income so that it 
will not be deducted from old-age assistance grants which otherwise 
would be made. 


So I 
support 
[Laugh 

Senat 
hope yo 

In th 
the stat 
that we 
increas 

Mr. 
change 
creasin 

Mr. $ 

Sena 
think a 
2 years 

By | 

Mr. 
ployee 
1950, a 

And 
an ulti 

Sen: 
den 5€ 
Mr. 
ultima 
Sen 
every 

1954, 
electic 

the be 

I ju 
forwa 
to be | 

this k 

lous. 

T tl 
ment 
econo 
ossi 

, An 

gram 

the p 

and 

do nc 
as an 
M: 
9040, 
1950 
M 
Se 
pro} 
this. 


10uld 
fr. A 


alize 
does 
ct it. 
give 


local 
at is 


min- 
are 
sing 
and 
ash- 
eral 


asti- 


tate 


iS & 


out 
get 


ites 
cu- 
der 


ing 
OV- 


ild 


1Or- 
“> 


re- 


SOCIAL SECURITY 165 


So I think this argument perhaps is really eloquent testimony in 
support of my amendment, and I hope very much it will be adopted. 
[Laughter. | 

Senator Bennett. Mr. Chairman, I have been very patient, and I 
hope you will indulge me just a minute or two. 

In the earlier discussion about the projected future of the OAST, 
the statement was made, which I understand would have to be made, 
that we assume there will be no further changes in the law, no further 
increases in the benefits, no further changes in the taxes. 

Mr. Schottland, if you know offhand, how many times have we 
changed the law since it was changed over to the present basis, in- 
creasing benefits and increasing taxes? 

Mr. Scuorrianpb. In 1939, 19: 50, 1952, 1954, and 1956. 

Senator Bennett. 1952, 1954, 1956. It is now 1958. Do you not 
think a good actuary would say we can expect to change the law every 
2 years ¢ We have done it ever y 2 years since 1950. 

By how much have we increased the tax burden in those changes? 

Mr. Myers. In the 1950 amendments, the combined employer- -em- 
ployee tax rate was 3 percent for the years immediately following 
1950, and the ultimate rate in the law was 614 percent. 

And under this bill, the rate for next year would be 5 percent, with 
an ultimate rate of 9 percent. 

Senator Bennett. So we have approximately increased the tax bur- 
den 50 percent in 8 years. 

Mr. Myers. The ultimate rate under the bill, as compared with the 
ultimate rate under the 1950 act. 

Senator Bennerr. If we are going to increase this rate 50 percent 
every 8 years—and I am sure as I sit here, because I sat through the 
1954, the 1956, and the 1958 hearings, that in 1960, which is another 
election year, we will be back again asking for another step-up in 
the benefits, and a step-up in the costs. 

I just think the record should show that the idea that you can go 
forward on the theory that the benefits we now are setting are going 
to be projected forward to the year 2040 and that we are going to y have 
this kind of an amount in the fund at that time, are completely ridicu- 
lous. 

I think a 9 percent burden is terriffic; a gross tax on the employ- 
ment of the United States of 9 percent is almost enough to wreck the 
economy of the country. But at the rate we have been going, it is im- 
possible to predict how high it will be. 

And I am just very much discouraged at the prospect of this pro- 
gram which brings advocates in here every 2 years, has done it for 
the past 8 years, and while we keep projecting these things forward 
and always say, well, we are projecting forward the existing rates, we 
do not project forward this other curve, which I think is just as definite 
as any figure you have got in your set of books. 

Maybe I should ask you to project forward until 1969, and the year 
2040, the tax rate on the basis of the record we have been making since 
1950. Do you think you could do that ? 

Mr. Myers. I am afraid not, Senator. 

Senator Bennett. You could not, because it is obvious if it were 
projected forward, it would completely consume the total wages in 
this country. 
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We had better take a look at that when we stop to consider this 
bill, because there is a feeling that there is no limit to the extent to 
which these benefits can be raised and the taxes can be raised. 

That is all, Mr. Chairman. 

The Cuarrman. I would like to say I agree entirely with Senator 
Bennett, and speaking of the accuracy of estimates, in January the 
administration estimated a budget, virtually balanced budget for fiscal 
year just ended, and a balanced budget for the current fiscal year. 

Six months later, we found we had a deficit of $3 billion in the past 
fiscal year, and a prospective deficit, which is admitted, of $12 billion 
for the present year. 

That is an example of the accuracy of estimates. 

Senator Bennett. If we can increase the tax burden 50 percent 
in 8 years, we can look for in 10 years more another 50 percent. That 
will be 1314 percent of payrolls as against the present 9. 

Senator Lone. If the Senator will yield, I do not think the case 
has been made here, I have not seen it made here, there is any need 
for increasing the tax at all. 

I have never agreed with this idea of building up a $179 billion 
trust fund. Why? As long as you are taking enough into the fund 
to meet your payments on a year-by-year basis and advance your tax 
to take in enough to cover your expenditures on an annual basis, 
there is no real necessity to have to increase your fund to $179 billion, 

I think a lot of good, sound people, good Republicans, advocate 
you should stop this trying to build up this fund of $179 billion. 

Senator Bennett. My lunchtime has long since passed. 

Senator Kerr. Does that mean the Senator is not going to get any 
lunch? [Laughter.] Will he go to lunch with the Senator from 
Oklahoma? My lunchtime is just arriving. [Laughter.] 

Senator Bennett. I wonder if the Senator from Oklahoma is ac- 
quainted with the character L’il Abner in the comic strip. 

Senator Kerr. No; but I did not know he was on this committee. 

Senator Bennett. I sometimes detect the presence of some of his 
relatives. [Laughter. ] 

Senator Kerr. If that statement was in the plural [laughter], I 
wonder if it was an admission as well as an accusation. 

Senator Bennett. I will end with the comment that all general 
statements are false, including this one. 

Senator Kerr. I want that to be limited to the status of an admis- 
sion on your part, because the Secretary and I have made some gen- 
eral statements that we do not want to admit are false. 

The Cuarrman. The Chair has been requested to insert in the record 
a statement by Mr. Rudolph T. Danstedt, director of the Washington 
branch office of the National Association of Social Workers. 

(The statement referred to follows :) 


STATEMENT BY RupoLPH T. DANSTEDT, DIRECTOR OF THE WASHINGTON BRANCH 
OFFICE, NATIONAL ASSOCIATION OF SoctaL WorKERS, ON H. R. 13549, 1958 
AMENDMENTS TO THE Socrat Security Act, Aueust 8, 1958 


Mr. Chairman and members of the committee, my name is Rudolph T. Danstedt, 
and I am director of the Washington branch office of the National Association 
of Social Workers. 

The association for which I am testifying today is a professional organization 
with a membership of approximately 22,000 individuals who have qualified 
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through graduate education to perform social work services in governmental 
and nongovernmental, Catholic, Jewish, and Protestant and nonsectarian 
agencies. 

Our association supports H. R. 13549, Social Security Amendents of 1958, as 
passed on Thursday, July 31, 1958, by the House of Representatives. We think 
this is legislation which deserves the support of this Finance Committee and 
the United States Senate, even though in a number of respects H. R. 13549 falls 
far short of the objectives our association considers desirable in the old-age 
and survivors and disability insurance program, the public assistance titles, and 
the maternal and child welfare title of the Social Security Act. 

Attached and made part of this statement are resolutions adopted by our 
association at its delegate assembly held early in May of this year in Chicago. 
These resolutions deal with amendments to the Social Security Act and the 
abolition of resident and settlement laws in public-welfare programs. 


TITLE If. OLD-AGE AND SURVIVORS AND DISABILITY INSURANCE 


Benefit increases 

The increase of about 7 percent in benefits over the level provided in the present 
law is demanded by the 8 percent rise in the cost of living since benefits were last 
increased, and the 12 percent rise in wages, both of which facts justify a 10 per- 
cent increase in benefits which we supported before the House Ways and Means 
Committee. The proposed increase in the maximum amount of benefits payable 
monthly to a family from the present $250 to $254 is particularly commendable. 

Concern has been expressed by some groups about the fact that the tax rate 
on the increased wage base of $4,800 will go up to 4% percent each on employer 
and employee by 1969 and thereafter. We are prepared to support a tax rate 
of about this amount on a wage base of $6,000, as proposed in several bills, in 
order that certain important benefits could be made available to people. It is our 
earnest opinion that a social security program with comprehensive benefits has 
wide support and that the potential beneficiaries of such a program are willing to 
pay the cost. 

Disability insurance 

We are pleased that this proposed legislation provides for the payment of 
benefits to dependents of disability insurance beneficiaries. This corrects an 
inequity in the disability insurance program enacted in 1956, and makes it possi- 
ble for the family of a disabled person to manage their affairs more adequately 
without recourse, in most instances, to public or private assistance. 

Our association would like to see eliminated the eligibility restriction to age 
50 and above for the disabled, and to see the disability trust fund utilized for 
the payment of the costs of rehabilitation services for the disabled. This method 
of financing rehabilitation services seems to us the most certain way to assure 
that these disabled people have a reasonable opportunity of access to rehabilita- 
tion services. 

Health care benefits 

While the bill makes no provision for paying the cost of hospitalization, nursing 
home care and surgical care of old-age and survivors and disability insurance 
beneficiaries, the report of the Ways and Means Committee requests that the 
Department of Health, Education, and Welfare conduct a study of alternative 
ways of providing insurance against the cost of hospitalization, nursing home 
care and surgical care for old-age and survivors and disability insurance bene- 
ficiaries, and report the results of such a study on or before February 1, 1959. 

We would hope that consideration might be given to such a study being under- 
taken under appropriate congressional auspices, utilizing qualified consultants. 
We believe that a congressional policy with respect to a program of health care 
benefits can most objectively be determined on the basis of a study conducted 
under the direction of the Congress, utilizing the resources of the Department 
of Health, Education, and Welfare, and other qualified organizations and 
specialists in the field of health care. 

We hold that the greatest unmet need in the old-age and survivors and dis- 
ability insurance program is that of making provisions for hospitalization and 
medical care to this large group of our citizens who are aged, disabled, or chil- 
dren deprived of the support of a wage earner. 
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PUBLIC ASSISTANCE TITLES 


The various increases made to recipients of public assistance under titles I, IV 
X, and XIV of the Social Security Act are both necessary and desirable and for 
the same reasons that increases are proposed for old-age and survivors and dis. 
ability insurance beneficiaries. 

The changes made in the formula for determining the Federal share of assist- 
ance payments so as to provide an average maximum on State expenditures for 
assistance in which there can be Federal sharing, including assistance in the 
form of medical care and money payments, and the provision in the formula 
that a portion of the Federal contribution be related to the per capita income 
of the States, are constructive revisions, long sought by the public-welfare field 
and this association. 

To further improve the public-assistance program, we hold that Title IV: 
Grants to the States for Aid to Dependent Children, ought to be amended to pro- 
vide for any needy child living with any relative so as to provide for children 
whose need arises from the unemployment of a parent, and further that Federal 
funds should be made available for general assistance, and further that resi- 
dence requirements in all federally financed programs should be eliminated. 

While in the course of time the public-assistance program will continue to 
shrink and eventually assume a residual responsibility, providing assistance to 
the exceptional cases that for a variety of reasons are not covered or inade- 
quately covered by the old-age and survivors and disability insurance program 
or unemployment compensation, the probability of this residual role is still 
many years off. In the meantime, an urgent and heavy Federal, State and local 
responsibility exists for assisting these millions of people on public assistance 
and others denied assistance because of vagaries and gaps in the law to obtain 
food, shelter, and clothing, and to secure constructive social services that will 
assist them toward self-help, self-care, and constructive family life. 

We regret that the programs of cooperative research in social security and 
welfare and training of public-welfare employees, authorized in the 1956 amend- 
ments to the Social Security Act and so fundamental to the development of 
constructive social services, received no appropriations in the first session of 
this Congress and were not supported by requests from the executive depart- 
ment of the Government in the second session of this Congress 


TITLE V. GRANTS TO THE STATES FOR MATERNAL AND CHILD WELFARE 


Authorizations for maternal and child health services, crippled children services, 
and child welfare services 


We support fully the $5 million increase in the authorizations for the 3 
sections of title V of the Social Security Act. We believe that a substantially 
larger amount is fully justified, but we think it is important that the maternal 
and child health services authorizations and the crippled children services 
authorizations, which have been at the ceiling for several years, and child wel- 
fare services grants, which reached the ceiling this year, be increased by at least 
the $5 million proposed in this bill. 


Extending child welfare services to all children 


The proposal that child welfare services be made available to all children in 
a State regardless of place of residence is a most desirable and necessary one. 
With child health services and crippled children services appropriately avail- 
able to all children in a State, it is inconsistent and inequitable to deny such 
statewide coverage to all children needing protection and care because they are 
homeless, dependent and neglected, or in danger of becoming delinquent. 


CONCLUSION 


The support of the National Association of Social Workers for the provisions 
contained in H. R. 13549 is based on the fact that the bill recognizes the im- 
portance of increasing benefits to OASDI beneficiaries and payments to persons 
in receipt of public assistance and an increase in authorizations for grants to 
the States for health and welfare services to mothers and children. The bill 
further includes provisions for individuals previously not covered under the 
Social Security Act—namely, the dependents of the beneficiaries of disability 
insurance and children in need of foster home and protective services living in 
urban areas. 
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We hope that the provisions of this bill may be approved by the Congress and 
that an objective study may be undertaken immediately and completed soon as 
to the most desirable and practical methods for assuring that health care bene- 
fits shall be made available to recipients of old age and survivors and disability 
insurance. 

NATIONAL ASSOCIATION OF SociAL WORKERS, 
New York, N.Y. 


RESOLUTIONS ON AMENDMENTS TO THE SOCIAL SECURITY ACT—ADOPTED BY DELE- 
GATE ASSEMBLY, CHICAGO, ILL., May 10, 1958 


Whereas the Social Security Act has now been in effect for almost a genera- 
tion and provides protection to almost all Americans against loss of income be- 
cause of the death or retirement of the wage earner ; 

Whereas the level of benefits, however, is now inadequate in relation to the 
cost of living ; 

Whereas the act makes no provision for the costs of health care of insured 
beneficiaries, thus requiring many of the aged beneficiaries to deny themselves, 
needed care or resort to the medical care provisions of the old age assistance 
program ; 

Whereas the disability amendment of 1956 requires automatic referral to 
State vocational rehabilitation services of all disability beneficiaries. Federal 
and State appropriations for such services are relatively limited in relation to 
need and restrain, therefore, the number of persons rehabilitated ; 

Whereas the provisions for the range of services and the authorization of 
funds for services to children in several titles of the act are insufficient and 
inadequate ; 

Whereas measures and funds for the prevention and control of juvenile de- 
linquency are urgently needed. Such measures are and should be an integral 
phase of Federal-State concerns for the welfare of children ; and 

Whereas provision should be made for Federal participation in the main- 
tenance of children who require foster care: Be it therefore 

Resolved, That the National Association of Social Workers favor amending 
the Social Security Act by providing an increase in benefits payments of about 
10 percent, provide for the payment of hospitalization, nursing home, and sur- 
gical care costs and provide for the payment of rehabilitation costs from the in- 
surance system; and be it further 

Resolved, That the costs of these improvements in the act be met by increasing 
the taxable base to $6,000 from the present $4,200 and by increasing payroll con- 
tributions by one-half percent each on employee and employer; and that, title 
1V—Grants to the States for Aid to Dependent Children—be amended to provide 
Federal funds for any needy child living with any relative regardless of the 
cause of need and thus avoid putting a premium on desertion as is now the effect 
of the present title; and that, Title V—Grants to the States for Maternal and 
Child Welfare—be amended to allow child welfare services to be extended to 
children in urban areas and further amended to include services to delinquent 
children so as to enable funds to be used for prevention and control of juvenile 
delinquency. The authorization for child welfare funds should be increased from 
the present $12 million to $25 million so as to provide for the enlarged purposes of 
this title; and be it further 

Resolwed, That copies of this resolution be sent to the chairmen of the House 
Ways and Means Committee and the Senate Finance Committee, and to the Secre- 
tary of the Department of Health, Education, and Welfare. 


RESOLUTION ON ABOLISHMENT OF ALL RESIDENCE AND SETTLEMENT LAWS IN PUBLIC 
WELFARE PROGRAMS 


Whereas the right of a citizen to move freely from place to place and to 
choose his abode in accordance with his needs and desires is one of the fundamen- 
tal freedoms of a democratic society ; 

Whereas arbitrary length of residence restrictions and requirements in the 
determination of eligibility for public welfare services contravenes this right for 
those requiring such services; and 

Whereas length of residence laws not only restrict basic rights but cause hard- 
ship and suffering which is aggravated by variations among these laws among the 
States of the United States: Be it therefore 
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Resolved, That the National Association of Social Workers in delegate assem- 


bly declare its support of the principle of the abolishment of all residence and 
settlement laws in public welfare programs. 


The Cuarrman. Another statement by Mr. T. Marx Huff, chairman 
of the legislative committee of the Interstate Conference of Employ- 


ment Security Agencies before the Senate Committee on Finance in 
lieu of his personal appearance. 


(The statement referred to follows :) 


STATEMENT OF T. Marx Hurr, CHAIRMAN OF THE LEGISLATIVE COMMITTEE OF 
THE INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY AGENCIES 


Mr. Chairman and members of the committee, my name is T. Marx Huff. I am 
executive director of the Mississippi Empolyment Security Commission and 
chairman of the legislative committee of the Interstate Conference of Employ- 
ment Security Agencies. I am submitting this statement in my capacity 
as chairman of the conference legislative committee. 

Our conference supports section 406 of H. R. 13459, which would amend section 
6334 (a) of the Internal Revenue Code so as to exempt unemployment 
benefits from Federal tax levies. Such levies are contrary to State unemploy- 
ment-compensation laws and, we believe, to the purposes of unemployment com- 
pensation. I am attaching to this statement conference resolutions which 
establish our position on this issue. 

Each State unemployment-compensation law provides that rights to unemploy- 
ment-compensation benefits shall be exempt from levy, execution, attachment, or 
any other remedy for the collection of debt. These provisions are expressions 
of State policy. The parallel policy of the Congress is expressed in section 
3304 (a) (4) of the Internal Revenue Code, which prohibits withdrawals from 
the unemployment fund of any State except for the payment of unemployment 
compensation and refunds of taxes. For more than 20 years, this provision has 
been interpreted to require the exemption from levy which all State laws contain. 

Prior to 1954, the Internal Revenue Code was interpreted to exempt 
unemployment-compensation benefits from Federal levy. However, pertinent 
sections of the Internal Revenue Code of 1954 (sees. 6331, 6332, and 6334 
(a)) have been interpreted to authorize such levies. A delicate problem is 
created, therefore, in that the policy and practice of the Internal Revenue 
Service places the Federal Government in the position of resorting to actions 
which the Federal Government prohibits on the part of the States. In a survey 
made last year, 27 States reported that levies had been made on unemployment- 
compensation payments in their States. I have attached a report of this survey 
to this statement, and I would appreciate its being included in the record. 

We have negotiated with the Internal Revenue Service in an effort to 
obtain a different interpretation of the Internal Revenue Code. These negotia- 
tions were friendly, and did result in clairfication of policy, but the Internal 
Revenue Service does not feel that it can alter its basic position. The conference 
was forced to conclude that the only way of obtaining an exemption of unemploy- 
ment benefits was through congressional action. (Correspondence which repre- 
sented the conference position in the matter and the response of the Internal 
Revenue Service is attached in the form of a letter from Mr. Lee G. Williams, 
counsel for the legislative committee of this conference, to Mr. Russell C. Harring- 
ton, Commissioner of Internal Revenue, dated February 7, 1956, and Mr. Har- 
rington’s reply, dated March 30, 1956.) 

Railroad unemployment-insurance benefits are exempt from the Federal levy 
process. When the railroad unemployment-insurance law was originally en- 
acted, the benefits were specifically exempt from Federal levy. The 1954 Internal 
Revenue Code, however, brought them within the scope of the Internal Revenue 
Service levies. The Congress amended the Railroad Unemployment Insurance 
Act in 1955 to exempt them again (Public Law 383, 84th Cong., Ist sess.). With 
the amendment, the relevant provision of the Railroad Unemployment Insurance 
Act now reads: “Notwithstanding any other law of the United States, or of any 
State, Territory, or the District of Columbia, no benefits shall be assignable or 
be subject to any tax or to garnishment, attachment, or other legal process under 
any circumstances whatsoever, nor shall the payment thereof be anticipated” 
(sect. 2 (e)). 
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The House committee, in its report on the bill (H. Rept. 1046, 84th Cong., 1st 
sess.), uSed the following language in explaining this provision: 

“Section 4 of the reported bill would amend section 12 of the Railroad Retire- 
ment Act and section 2 (e) of the Railroad Unemployment Insurance Act to 
restore in full the exemption, with respect to the Federal laws, from taxation 
attachment, or other legal process of benefits payable under the respective 
acts, and to make clear that such exemption is effective, as well, contrary to the 
views of some State authorities, in respect of the laws of several States, the 
District of Columbia, and the Territories. The amendments made by this section 
of the bill, being enacted subsequent to the enactment in 1954 of general provi- 
sions of the Internal Revenue Code (secs. 6321, 6322, 6331-6334) indirectly re- 
moving, with respect to such benefits, the exemption against attachment or other 
legal process for purposes of tax collection, will again preclude the attachment of 
benefits under the two sections of the acts above for purposes of collecting Fed- 
eral taxes. The specification of a retroactive effective date for this section 
shows continuity of the congressional policy, from the time of the original enact- 
ment of these 2 sections to date, against making such benefits under said 2 sec- 
tions assignable, or subject to any tax, garnishment, attachment, or other legal 
process under any circumstances whatever, and against the anticipation of such 
benefits.” 

The appropriate Senate committee also held hearings on this subject in 1955, 
and the same record with respect to this provision was made before that com- 
mittee as before the House committee. 

We believe also that these levies are inconsistent with the purposes of unem- 
ployment compensation. While there is no needs test in connection with the 
payment of unemployment benefits, the program rests on the premise that unem- 
ployed persons need these benefits to meet the essentials of existence. To levy 
for delinquent taxes against these benefits is, therefore, inconsistent with the 
basic objectives of the unemployment-insurance program. 

On the basis of conflicts between these levies and State law, conflicts within the 
Internal Revenue Code itself, and inconsistency with the policy established by 
the Congress in connection with other programs and with the objectives of un- 
employment compensation, we strongly recommend that unemployment benefits 
be specifically exempt from Federal levy. This could be accomplished by favor- 
able action on section 406 of H. R. 13549. 


INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY AGENCIES 
RESOLUTION IV. LEVIES ON UNEMPLOYMENT COMPENSATION PAYMENTS 


Whereas the Internal Revenue Service has interpreted the Internal Revenue 
Code of 1954 to permit levies, at the source, on unemployment-compensation pay- 
ments to satisfy delinquent Federal income-tax claims; and 

Whereas many State employment-security agencies have received such levies; 
and 

Whereas such levies are contrary to the provisions of State unemployment- 
compensation laws and to the purposes of unemployment compensation ; and 

Whereas negotiation, although friendly, has failed to produce a satisfactory 
resolution of this issue; and 

Whereas efforts to obtain Federal sponsorship of remedial legislation have ap- 
parently failed : Now, therefore, be it 

Resolved, That the Interstate Conference of Employment Security Agencies 
direct its incoming officers to take all appropriate steps to obtain, by congressional 
action, an exemption of unemployment-compensation payments from Federal levy. 

Adopted at the 20th annual meeting of the interstate conference, held October 
8-11, 1956. 





RESOLUTION II. LEVIES ON UNEMPLOYMENT COMPENSATION PAYMENTS 


The Interstate Conference of Employment Security Agencies hereby directs 
its incoming officers to take all appropriate steps to obtain, by congressional 
action, an exemption of unemployment-compensation payments from Federal levy. 

Adopted at the 21st annual meeting of the interstate conference, held September 
9-12, 1957. 
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Report ON LEVIES BY THE INTERNAL REVENUE SERVICE ON UNEMPLOYMENT 
COMPENSATION PAYMENTS * 


In March 1957 the national executive committee of the Interstate Conference 
of Employment Security Agencies authorized the distribution to its member 
employment security agencies of a questionnaire asking for information on 
levies by the Internal Revenue Service on unemployment compensation pay- 
ments due a claimant who owes delinquent Federal taxes. Member agencies 
were asked to include levies made since 1954 on State unemployment compen- 
Sation payments, unemployment compensation for veterans, and unemployment 
compensation for Federal employees. All member agencies having unemploy- 
ment compensation laws, including the 48 States, the District of Columbia, 
Alaska, and Hawaii, returned their questionnaires. 


NUMBER OF LEVIES IN EACH STATE 


Twenty-seven State employment security agencies reported that levies had 
been made by the Internal Revenue Service on unemployment compensation 
payments in their States. Twenty-four agencies reported that no levies had 
been made. Of the 24, 3 reported that the Internal Revenue Service had dis- 
eussed levies with them, but that no action followed the discussions. 

The number of levies made in each of the 27 States varied from 1 in 7 States 
to 52 in 1 State. A distribution of the States by number of levies is given in 
the table below : 


Classification of States by number of levies 


Number Number 
Number of levies: of States | Number of levies—Continued of States 
a ae a sii 7 Do ye 2 ee 
tad ins: 5 aa ees ers 1 TE 8 15 ae a Rae 
Wiiihed ck els he Sk 5 Stak ehclies OSE Over 15 ; ae 
6 ee a ie Bak) TTS At ik 2 esi 
Biz sou ii 1 Total 5 27 
9 FS ag ee a a aa oe 


NUMBER OF LEVIES IN EACH INTERNAL REVENUE SERVICE REGION 


Levies made in each of the Internal Revenue Service regions varied from a 
low of 1 in 2 regions to a high of 76 in 1 region. Levies in the remaining regions 
numbered (from low to high) 3, 6, 10, 10, 11, and 33. 


AMOUNT OF LEVIES 


Twenty-one of the twenty-seven States in which levies have been made re- 
ported the amount of each levy. The amount of each levy in the 21 States re- 
porting varied from $8 to $452. A distribution of levies by amount is given in the 
table below : 

Classification of levies by amount 

Amount of levy: Number 
Nt a6 icin Ss ae hacen a ics cieb hb Stasankis Reasons 34 

$50 to $99 
$100 to $149 
$150 to $199 2 
aN a ie icc al craihihit eb alee th pda kakinatcinbeninnleh Shand 4 
IIS Site Se adh Sh ote os cic sseiinclalblimintdnaincuiaties 1 

6 

2 


Over $300 





ERIS cate. gic ae ee a ee 7 
en ae ee ee ee ited 15 


STATE ACTION ON LEVIES 


Fourteen State employment security agencies reported that they had complied 
with the levies made on unemployment compensation payments. One State re- 
ported that, upon authorization from the Federal Bureau of Employment Se- 


1 This report was prepared in April 1957 by the Office of the Executive Secretary, ICESA, 
room 5212, Department of Labor Building, Washington, D. C. 
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eurity, it complied with levies involving only unemployment compensation for 
yeterans payments. It held up levies involving State unemployment compen- 
sation payments pending a ruling of the State attorney general. Three States 
reported that the claimants involved had ceased filing claims at the time the 
levies were made. Consequently, the question of compliance did not come to is- 
sue. In two States the levies were withdrawn after discussions between In- 
ternal Revenue Service and State employment security officials. Two States re- 
ported that they would not comply unless ordered to do so by a court of com- 
petent jurisdiction. One State reported that it did not comply because the 
levies did not satisfy the garnishment law of the State, a condition which Fed- 
eral courts have held must be met. Two States reported that they did not com- 
ply because of advice from their attorneys general that their laws prohibited 
levies, and two States reported, without explanation, that they did not comply. 


COMMENTS BY STATE EMPLOYMENT SECURITY AGENCIES 


State employment security agencies were invited to comment on levies by the 
Internal Revenue Service on unemployment compensation payments. Excerpts 
from some of the comments are given below. 

“Our position is that unemployment insurance benefits are not a debt a State 
owes to an individual, but a benefit paid to accomplish a specific social purpose 
for the benefit of society as a whole.” 

“The Attorney General’s recommendation was that the amount of benefits in 
controversy be withheld from the claimant, but that it not be paid over to the 
Director of Internal Revenue until an order is entered by a court of competent 
jurisdiction relieving the director of labor of all liability to the United States or 
to the employee. No court action has as yet been taken by the Internal Revenue 
Department, and we are holding the benefit checks until such time as court ac- 
tion is taken.” 

“In some cases it does not appear that they are ‘flagrant’ as set out in the 
rules and regulations, before resorting to levy against unemployment compensa- 
tion. It appears that the Internal Revenue Service is taking the easiest method 
of collection and using the employment security agencies as their ‘collection 
agencies.’ It is not so bad in the case of single persons or those without depend- 
ents, but it is almost taking away the money intended for food and living ex- 
penses from fathers and mothers with dependent children. Such persons even- 
tually return to work and the law relative to collection of delinquent income 
taxes is ample and sufficient to enable the Internal Revenue Service to collect 
the taxes from current wages, as they are not exempt from seizure. The levy 
action of the Internal Revenue Service defeats, at least in part, the intent of 
‘unemployment compensation.’ In some cases it may force such taxpayers to go 
to some ‘relief agency’ for food. The Employment Security Act prohibits a levy 
or any form of attachment for State or ordinary debts, so long as the amount 
remains in the form of unpaid benefits or an uncashed warrant. The enforced 
collection of Federal income taxes from these benefits by means of Internal 
Revenue Service levy, defeats or circumvents the Employment Security Act.” 

“Having had no experience, we can’t definitely say what action we would take 
if we were confronted with such a levy.” 

“Our act specifically states that the rights to benefits shall be exempt from 
levy. The Federal agency felt that this did not mean their levy, but our agency 
felt that it would not comply with the levy until such time as the court instructed 
it to do so. The matter was not taken up with the courts; it was, apparently, 
abandoned by the Federal agency.” 

“We have had no attempt made by the Internal Revenue Service to levy 
against any of our claimants. If there had been and if there is going to be we 
intend to bring the matter to court. Our law provides as follows: ‘Benefits 
which are or may become due under this chapter shall not be assigned, pledged, 
encumbered, released, commuted, or trusteed before payment; and when paid 
shall, as long as they are not mingled with other funds of the beneficiary, be 
exempt from all claims of creditors, and from levy, execution, and attachment 
or other remedy now or hereafter provided for the recovery or collection of debt, 
which exemption may not be waived.’ ”’ 

“We did not comply with the levies because they did not satisfy the garnish- 
ment law of the State, which the Federal courts have held must be done.” 

“One levy was withdrawn. ‘One benefit check withheld for only a very short 
time, was mailed to claimant upon withdrawal. Other than above, no notices 
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of levy have been actually served on the agency. However, in two other instanceg 
levies were ‘threatened’ but notices thereof were not served.” 

“The district director contacted me and I informed him that we would not 
honor any levy. Nothing further has been heard.” 

“The Attorney General indicated we had no authority to comply, so the Internal 
Revenue Service was notified accordingly, and no further action was taken.” 

“We complied upon advice of Department’s legal counsel.” 

“Our State has been signally fortunate in not having had some of these levieg 
placed against it and I can say unqualifiedly that if such does arise, I shall refuse 
to accept or honor the attachment. I am unalterably opposed to the principle 
involved namely, that the Federal processes should be allowed to be attached 
to unemployment compensation payments. It appears to me that it is in con- 
flict with the general philosophy behind the whole act wherein the benefits are 
paid almost on a subsistence level to claimants between periods of employment, 
My thinking is clearly expressed in this area in a bill which has already been 
approved by our House of Representatives and has tentative approval of the 
Senate. In section of this bill you will find that two words are added ‘or 
taxes,’ and it is the addition of these two words which expresses my feelings, 
It may be that the law itself, if thus amended, will be ruled to have no force 
and effect when in conflict with the Federal regulations pertaining to the same, 
but it is equally certain that the opinions expressed therein will be the opinions 
and/or the intentions of our legislature that said levies be not applied in such 
matters.” 

“We comply with the levy if the claimant is in compensable status.” 

“Our legal staff has conferred with the State attorney general's office regard- 
ing these levies, and the right of the Federal Government to levy on the moneys 
is defintely challengeable.” 

“This agency is strongly in favor of an amendment to Federal law which will 
exempt unemployment compensation from Federal levy. It is an anomaly that 
the unemployment insurance benefits of a person who is unemployed and pre- 
sumably needs these moneys to tide him and his family over until he is again 
employed should be subject to levy for taxes when these benefits cannot be 
Serene for other more pressing debts such as rent, clothing and subsis- 

ence. 

“Two or three levies were involved to the extent that IRS representatives dis- 
cussed possible levies with the agency but after the discussion no action was 
taken.” 

“Our unemployment compensation law is very specific on the matter of as- 
signment or attachment of unemployment compensation. The law provides: 
‘No assignment, pledge, or encumbrance of any right to compensation which is 
or may become due or payable under this act shall be valid, and such rights to 
compensation shall be exempt from levy, execution, attachment, or any other 
remedy whatsoever provided for the collection of debt.’ The law is also specific 
with respect to exemptions to assignment or attachment of unemployment com- 
pensation. We readily recognize the authority of the Federal Government to 
levy upon compensation. However, since our law fails to provide for such 
levies and because the levies might cause undue hardship to the beneficiaries, 
we are not in sympathy with the United States Internal Revenue practice of levy- 
ing upon unemployment compensation benefits.” 

“It is my opinion that the intent of the programs under which we operate would 
be, to a limited extent, perverted by such action on the part of the Internal 
Revenue Service. Every effort should be made to the end that the Federal law 
is amended to the extent that such unemployment compensation payments are 
exempt from Federal levy.” 

“If any levies are made, we will not comply.” 

“We have complied in all cases where payable claims had been filed.” 

“T am very much in favor of the internal revenue department discontinuing 
these levies. Unemployment compensation is paid to individuals who are out 
of work and to tide them over until such time as they can secure a job, and 
it does not seem to me that this money should be taken away from them for 
such purposes as Federal income taxes.” 

“Tf the collector of internal revenue issued to all district collectors of internal 
revenue a policy statement that unemployment compensation warrants issued 
to claimants by States for unemployment compensation payments were exempt 
from Federal levy by the Internal Revenue Service, it would take care of the 
problem and it would not be necessary to amend the Federal law. It would seem 
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that the respective Cabinet members could coordinate and handle the above 
problem.” 

“We consider diversion of unemployment funds under any unemployment in- 
surance program for payment of unpaid taxes or for any other type of debt to be 
completely contrary to the purposes of unemployment insurance legislation and 
to be damaging to the public good. We earnestly hope that appropriate Federal 
installation can be passed to combat this evil.” 


INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY AGENCIES, 
Austin, Tex., February 7, 1956. 
Mr. Russett C. HARRINGTON, 
Commissioner, Internal Revenue Service, Washington, D.C. 

Deak Mk. HARRINGTON: Thank you for affording Mr. Bride, Mr. Curtis, and 
me the opportunity, on February 2, to discuss with you and your staff members 
the matter of Internal Revenue Service levies on unemployment compensation 
benefits. Thank you, too, for the opportunity of presenting this letter in behalf 
of the Interstate Conference of Employment Security Agencies which, as you 
know, is an organization of all State employment security agencies. 

You will recall that our discussion centered around three points: 

1. State unemployment statutes generally provide that rights to benefits shall 
be exempt from levy, execution, attachment, and any other remedy for the col- 
lection of debt. These provisions are expressions of State policy. 

2. The parallel policy of the Congress of the United States is expressed in 
section 3304 (a) (4) of the Internal Revenue Code of 1954 which prohibits with- 
drawals from the unemployment fund of any State except for the payment of 
unemployment compensation and refunds of taxes. 

8. The provisions of the Internal Revenue Code dealing with levy and distraint 
provide a definition of “person” which appears not to embrace a sovereign State 
or its departments or agencies. (Sec. 6332 (c) of the Internal Revenue Code of 
1954. ) 

We attempted to make it clear that we are fully aware of your statutory duty 
to employ every authorized means to collect taxes which are due the United 
States. We recognized that unemployment compensation is definitely not listed 
in the categories of property exempt from levy under the terms of section 6334 
(a) of the code. We pointed out, however, that subsection (c) of section 63834 of 
the code is a general provision which, if it is improperly construed, might seem 
to nullify the specific congressional policy with respect to unemployment com- 
pensation which is expressed in section 3304 (a) (4) of the code. Particularly, 
we pointed out that section 3304 (a) (4) requires that the unemployment statute 
of each of the 48 States contain language expressly limiting withdrawals from the 
State unemployment fund to the payment of unemployment compensation and 
refunds of taxes. It seems quite unlikely that the broad terms of section 6334 
(c) were intended to destroy the unmistakably specific Federal policy expressed in 
section 3304 (a) (4), which policy has, for about 20 years, been bolstered and 
affirmed by the presence of the required provisions in the laws of the 48 States. 

It seems certainly to be arguable that the very wording of subsection (c) of 
section 6334 justifies the States’ insistence that the levy and distraint provisions 
of the code do not reach unemployment compensation benefit rights. The sub- 
section reads: 

“Notwithstanding any other law of the United States, no property, or rights 
to property, shall be exempt from levy other than the property specifically made 
exempt by subsection (a).” 

The italicized words accent the fact that it is the same law; to wit, Public 
Law 591, cited_as the Internal Revenue Code of 1954, and, specifically, section 
3304 (a) (4) of this law, which proscribes withdrawals from unemployment 
trust funds for any purpose other than the payment of benefits and the refund 
of taxes. It is significant that subsection (c) does not say “any other provision 
of Federal law.” It says, instead, “Notwithstanding any other law of the United 
States.” “Other law” logically means a law other than the law which is being 
read, Certainly, all provisions of the Internal Revenue Code are provisions 
of the same law, that is, the code itself. Without belaboring the point, we urge 
oe there is very great latitude for interpretation in the language of section 

(ce). 

It is to be noted in this connection that the States do not argue that a pro- 

vision of State law can produce an exemption from levy; rather, they point 





SOCIAL SECURITY 


out that the law of the United States (Public Law 591) which provides for the 
levy is the law of the United States which likewise provides the exemption, 
No other law is involved. Subsection (c) of section 6334 of the code is a gen- 
eral provision of law which must yield to the specific provisions of and to the 
specific policy reflected by section 3304 (a) (4) of the same law, the code. This 
rule of statutory interpretation is firmly established. 

We who represented the States urged also that your counsel restudy the defi- 
nition of “person” set forth in subsection (c) of section 6332 which deals with 
the surrender of property subject to levy. Subsection (a) of section 6332 re- 
quires that “any person in possession of (or obligated with respect to) property 
or rights to property subject to levy upon which a levy has been made shall” 
surrender such property or rights. Subsection (c) of the same section defines 
“person” : 

“The term ‘person,’ as used in subsection (a), includes an officer or employee 
of a corporation or a member or—employee of a partnership, who, as such 
officer, employee, or member, is under a duty to surrender the property, or rights 
to property, or to discharge the obligation.” 

We urge that this definition is not broad enough to include a State or an agency 
or department of State government. This position is supported by the fact that 
the Congress found it necessary to provide, in subsection (a) of section 6331 of 
the Code, a companion provision dealing with levy and distraint, that levy can 
be made on the wages of an employee of the United States, the District of Colum- 
bia, or any other agency or instrumentality of either, by serving a notice of levy 
on his employer. This specific authorization for levy in the case of the Federal 
Government and the government of the District of Columbia argues very strongly 
that the omission of States and State departments from the definition of “person” 
in the next succeeding section of the Code was intentional and that the authoriza- 
tion of levies does not include authorization of levies on sovereign States in spite 
of the broad language of section 6334 (c) dealing with property subject to levy. 

It is to be noted that nowhere else in the sections of the Code dealing with 
levy and distraint is there any authorization with respect to States and State 
agencies, such as the authorization contained in section 6331 (a) with respect 
to the Federal Government, the District of Columbia, and their agencies or in- 
strumentalities. This omission is highly significant; particularly so, in view of 
the policy reflected by section 3304 (a) (4). 

We explained that we are aware of revenue ruling No. 55-227, dealing with 
instrumentalities of a State, but we are not aware of any ruling or of any regu- 
lation under the Code which enlarges the definition of “person” set forth in sec- 
tion 6332 (c). It is, of course, our position that we have been shown no statutory 
language in the Code upon which such a ruling or regulation could properly be 
predicated. 

We exhibited, at the time of our discussion with you, several “notices of 
levy” which had been served on employees of the Texas Employment Commis- 
sion. One of them was for a total sum of $12.73 for 1952 income tax. The 
unpaid balance was $6.73 and the statutory additions amounted to $6, for the 
$12.73 total. Another levy was for 1949 additional income tax, the unpaid tax 
balance being $12 and the statutory additions amounting to $9.67, for a total of 
$21.78. Others were for larger amounts. These details are mentioned to call 
attention to the possibility that the administrative expense, both to your Service 
as well as to the States employment security agency, may well be greater than the 
tax realized. They are likewise mentioned in connection with your expressed 
policy of using the levy in connection with unemployment benefit rights only 
judiciously and as a last resort in stubborn or flagrant cases. 

You will recall that we suggested that, in the event your counsel was able to 
justify these levies upon the basis of code provisions, you might wish to con- 
sider some arrangement whereby a levy on unemployment-compensation rights 
would be made in a particular case only upon express authorization by higher 
authority. That suggestion was, we said, a bit premature, because we sincerely 
felt that your review of the policy questions involved, coupled with the distinct 
possibility that the levies are not required or authorized by the code, would 
obviate the necessity for its consideration. 

We did not, at our meeting, nor do we now, dwell at length upon the nature of 
an unemployment-compensation benefit payment. You are fully aware that these 
small payments, approximating only a fraction of the unemployed worker's 
regular earnings, are provided, to quote from section 1 of the Texas Unemploy- 
ment Compensation Act, “* * * for the care of the justifiably unemployed during 
times of economic difficulty thereby preserving and establishing self-respect, 
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reliance, and good citizenship.” The alternative to unemployment benefits is 
recognized to be private or public charity. 

It is, therefore, understandable that the administrator of a State unemploy- 
ment-compensation program is placed-in a dilemma when he is handed a levy 
upon the unemployment-benefit rights of a claimant. Is he to disregard his 
State’s policy and those express provisions of his State law which prescribe that 
“penefits shall be exempt from levy, execution, attachment, or any other remedy 
whatsoever”? Or is he to become “liable in his own person and estate to the 
United States” for refusing to surrender benefit rights protected by State law? 
It is no wonder that the State administrators who are confronted with this 
problem earnestly seek from you a solution firmly based upon high policy, both 
State and Federal, and upon the statutory language contained in the sections 
of the code mentioned. 

Thank you again for the spirit in which you received us, for your courtesy, 
and for your understanding of our problem. 

Very truly yours, 
LEE G. WILLIAMS, 
Counsel, Legislative Committee, Interstate Conference of Employment 
Security Agencies. 





UNITED STATES TREASURY DEPARTMENT, 
Washington, March 30, 1956. 
INTERSTATE CONFERENCE OF EMPLOYMENT SECURITY AGENCIES, 
Austin, Tex. 
(Attention: Mr. Lee G. Williams, Counsel.) 

GENTLEMEN: This is in reply to your letter of February 7, 1956, in which 
you request that a study be made of the statutory language of the pertinent 
sections of the Internal Revenue Code of 1954 on the subjects of levy and distraint 
for the purpose of ascertaining whether a conclusion can be arrived at that State 
unemployment-compensation benefits may not be levied upon for the collection of 
taxes. You call attention to a conference in this office on February 2, 1956, on 
this matter, and describe at length the points which were considered in the 
conference. Specifically, these points are: 

1. State unemployment statutes, generaly, provide that rights to benefits shall 
be exempt from levy, execution, attachment, and any other remedy for the col- 
lection of debt. These provisions are expressions of State policy. 

2. The parallel policy of the Congress of the United States is expressed in 
section 3304 (a) (4) of the Internal Revenue Code of 1954, which prohibits with- 
drawals from the unemployment fund of any State except for the payment of 
unemployment compensation and refunds of taxes. 

3. The provisions of the Internal Revenue Code dealing with levy and distraint 
provide a definition of “person” which appears not to embrace a sovereign State 
or its departments or agencies (sec. 6332 (c) of the Internal Revenue Code 
of 1954). 

You further suggest that, in the event it is determined that levy may be made 
on these benefits under present code provisions, consideration be given to estab- 
lishing some arrangement administratively whereby a levy on unemployment- 
compensation rights would be made in a particular case only upon express auth- 
orization by higher authority. This was to avoid levy in those situations where 
amounts were small or hardship otherwise exists. 

Section 6331 of the 1954 code grants to the Secretary or his delegate the 
authority to levy upon all property and rights to property of a delinquent tax- 
payer except such propetry as may be specifically exempt from levy under sec- 
tion 6334 of the code. Section 6334 exempts only certain wearing apparel, school- 
books, fuel, provisions, furniture, personal effects, and books and tools of a trade, 
business, or profession. Subsection (c) of such section provides that, notwith- 
standing any other law of the United States, no other property or rights to 
property shall be exempt from levy for collection of taxes due the United States. 

Pursuant to section 3304 (a) (4) of the code referred to in your letter, each 
State law under which unemployment-compensation payments are made must 
provide that the funds in the State unemployment-compensation account may 
be used only for the payment of benefits under the State law. This requirement 
constitutes one of the so-called State standards which must be satisfied as ¢ 
condition precedent to certification of the State by the Secretary of Labor to the 
Secretary of the Treasury. Such certification is required each year for the 
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purpose of qualifying the State for the allowance of a credit against the tay 
imposed by the Federal Unemployment Tax Act for contributions paid to the 
State under its unemployment-compensation law. A restudy of the above-mep. 
tioned sections of the code, as requested, reveals no real inconsistency, sinee 
their respective applications are not interrelated. 

Moreover, the regulations issued pursuant to section 6334 (c) of the 1954 code 
clearly provide that no property or rights to property are exempt from levy 
unless the exemption is specifically provided in section 6334. (See sec. 301.6334-1 
(c) ; T. D. 6119, C. B. 1955-1, 145.) 

Report No. 1622 of the United States Senate Committee on Finance, to accom. 
pany H. R. 8300 (a bill to revise the internal revenue laws of the United States), 
states with respect to section 6334 (c) of the 1954 code, on page 578 thereof, in 
pertinent part, as follows: 

“Subsection (c) of this section states that no property or rights to property, 
other than the properties specifically made exempt in this section, shall be 
exempt from levy by reason of any other law of the United States. Provisions 
of State law cannot grant an exemption from levy, and this subsection makes it 
clear that no other provision of Federal law shall exempt property from levy,” 

In regard to the contention raised that the omission of “States” from the 
definition of “person” in section 6332 (c) was intentional, and that the code was 
not intended to authorize levy on sovereign States (notwithstanding the lan- 
guage of sec. 6334 (c) on the subject of property levy), section 7701 (a) of the 
1954 code, on definitions, reads: “(a) When used in this title, where not other- 
wise distinctly expressed or manifestly incompatible with the intent thereof— 

“(1) Prerson.—The term ‘person’ shall be construed to mean and include an 
individual, a trust, estate, partnership, association, company, or corporation.” 
{Italic supplied. ] 

Subsequently, in the same section of the code, under subsection (b), an official 
interpretation of the meaning of the word “include” is presented, reading: “The 
terms ‘includes’ and ‘including’ when used in a definition in this title shall not 
be deemed to exclude other things otherwise within the meaning of the term 
defined.” The definition of the term “person” in section 6332 (c) is apparently 
of an “inclusive type” and does not, therefore, automatically exclude a State 
or its instrumentalities from being considered as persons. 

In State of Ohio v. Helwering (292 U. 8. 360), it was held that the term “per- 
son” may include a State within the meaning of section 3140 of the United 
States Revised Statutes, relating to internal revenue, which is the statutory 
precursor of section 7701 (a) (1) of the Internal Revenue Code of 1954, as above 
quoted. 

In view of the foregoing, it is concluded that adequate authority exists for 
levy upon State unemployment benefits for the collection of taxes. However, it 
is the policy to levy on income of this type only in flagrant and aggravated cases 
and where all other efforts to secure the cooperation of the taxpayer in the 
payment of the tax have been unavailing. To do otherwise would seem to de 
feat the purpose and intent for which the Federal and State statutes creating 
such income were enacted and, in most cases, would cause severe hardship on the 
individual involved. 

We will again caution our field offices to avoid any levy action on unemploy- 
ment-benefit cases which is not in strict accordance with the Service policy as 
stated above. At the same time, we will insist that prior approval of such levies 
be exercised by the Chief, Delinquent Accounts and Returns Branch, the official 
responsible to the district director for the collection of all delinquent accounts 
in the area in which he serves. This function will not be redelegated. 

We have considered the propriety of establishing monetary limitations on 
amounts which should be subject to levy. Our view is that this is but one of 
several factors which must be taken into account in arriving at a decision to 
levy. I am sure that you appreciate the fact that there may be instances where 
the flaunting of the law is so aggravated that we must proceed with involuntary 
collection action although the cost thereof exceeds the revenue produced. In re 
viewing our policy we will, however, emphasize to our field offices the necessity 
of weighing the cost of collection versus the outstanding tax liability in making 
their levy determinations. 

Thank you for the interest you have taken in this matter and the assistance 
you have given us in its handling. 

Very truly yours, 
RUSSELL C. HARRINGTON, 
Commissioner. 
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The CHairMAN. We have 10 more witnesses. Is it the pleasure of 
the committee to meet this afternoon or tomorrow morning ? 

We will meet at 2:30 this afternoon, without objection. 

(Whereupon, at 1 p. m., the committee recessed, to reconvene at 2: 30 
p.m. of the same day.) 


AFTERNOON SESSION 


Senator Frear (presiding). The committee will come to order, 

The first witness this afternoon is Mr. Nelson H. Cruikshank, direc- 
tor of the department of social security, AFL-CIO. 

Senator Cartson. I would like to state, before Mr. Cruikshank 
starts, that it is always a pleasure to have him come up here. I do not 
always agree with him, but I think he is one of the ablest of men. 

Senator Frear. Weare always glad to have him. 


STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPART- 
MENT OF SOCIAL SECURITY, AFL-CIO, ACCOMPANIED BY CLINTON 
FAIR 


Mr. CrurksHank. Mr. Chairman and gentlemen, I was to be ac- 
companied by one who is well known to” you, Mr. Andrew J. Bie- 
miller, director of the AFL-CIO legislative department, but he has 
been called to other duties, and so I am accompanied now by an assist- 
ant of my department, Mr. C linton Fair. 

We have this 8-page statement, which with your permission, Mr. 
Chairman, I should like to introduce in full into the record, but in 
view of the tight schedule that you have, and that you are already a 
little bit behind that schedule if I can help by condensing this and 
take a few moments, I would be glad to do that, if it will help. 

Senator Frrar. The entire statement will be made a patr of the rec- 
ord. You may summarize as you so desire. 

Mr. CrurksnAnk. As you know, the AFL-CIO urged considerably 
more far-reaching changes in the social security and social insurance 
systems than this bill which is now before you provides. 

We had hoped, particularly, that there would be some more funda- 
mental changes in unemployment compensation. 

We had hoped that there would be some provision against the cost 
of hospital, surgical, and nursing home care for aged and other bene- 
ficiaries, and partic ularly in view of the 8 percent increase in the cost 
of living since the last changes in the benefit levels of old-age and sur- 
Vvivors insurance, we had hoped that the increases in these categories 
could be increased, if not 10 percent, at least 8 percent. 

We had, also, been particularly hopeful that this bill might have 
included the matter of tips for wages for those in service employment 
and the service trades. As you know, these people receive a large part 
of their income, a large share of their income from sources other than 
their direct employer. 

They have to pay income tax on this income, but it is not included 
in creditable wages for social security purposes so their average wage 
for social security purposes is often far below what their actual earned 
income has been. 

However, this bill does not include that, and so we say that despite 
what we consider the relative shortcomings of this bill to meet a num- 
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ber of these problems, it is the position of our organization that there 
is enough of substantial benefit to working people to merit its support, 

We recognize the short time that remains to the Senate before the 
Congress will adjourn and know that probably many of these far- 
reaching programs to which this committee, to fulfill 1ts responsibili- 
ties, would have to give more time than actually remains to it. 

So I would like briefly just to speak shortly to the four basic areas 
which we think there is substantial improvement—namely, the in- 
crease in benefits, and the financing provisions, and the improvement 
in the public assistance program and the improvements in the maternal 
and child welfare program. 

In the full text we have worked out some tables that show the actual 
increases in benefits, and we did that partly because the House report 
which usually carries these things did not at this time, I presume, on 
account of the time—the very limited time available. 

We are interested that there has been a great deal of talk in the 
press and on the radio about a7 percent increase. And we have our- 
selves indicated that that is not sufficient, but in all fairness it should 
be pointed out that in a number of areas there is more than a7 percent 
increase available in benefits to retired workers and their survivors. 

Of course, right at the outset there is a 10 percent increase in the 
minimum and we think that is advisable. 

And then there are increases beyond the 7 percent for those in the 
higher wage brackets, that is, whose wages will be taxed above $4,200, 
up to $4,800 limit. There are more than 7 percent increases for those 
people, as should be, because they are being taxed on a greater amount 
of their wages. 

This is a delayed effect and we have table II, which appears on page 
3 of this mimeographed statement which shows the point at which a 
retired worker, and a retired worker and his wife, if they are both 
aged 65, could get the full benefit of the increase that results from 
the higher tax base. 

Senator Cartson. You say some will receive in excess of 7 percent. 
Does that mean many receive less than 7 percent? 

Mr. CrurxsHank. No, sir. Ido not believe anyone will receive less 
than that, unless it isa small fraction of 7 percent. But roughly speak- 
ing, everyone would receive at least 7 percent. 

While this is a delayed benefit, it is not delayed in direct proportion 
to the time, as I think we note here, we get three-fourths of it within 
a very few years—three-fourths of it within 10 years; and you get half 
of it within just the next 3 or 4 years. 

Although it takes almost 40 years for the full $4,800 tax base to 
reflect itself in benefits, you get a large part of that increase in earlier 
years and we think that is desirable. 

There are some special cases in which a worker could get his highest 
benefit within the next few years, but it would take a peculiar com- 
bination of circumstances to work that out. 

Also, we note that the survivors of a worker who dies, a man leaving 
a widow and 1 or 2 or 3 children, gets more than 10 percent. And 
the maximum becomes effective for them at an earlier date than it 
does for people who retire. This survivors’ benefits and survivors’ 
protection—protection for survivors, in our mind, has always been 
one of the most valuable parts of the social security program as it 
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protects families while the worker is — It protects him 
against the possibility of his death and thereby meets one of the great- 
est social needs. 

In table III, at the bottom of page 3, you will notice that the maxi- 
mum of $254, as against the present maximum of $200, could be effec- 
tive as early as 1970 for a man who left a wife and two children. 

If he left a wife and 3 children—and we didn’t run that column— 
such a person at the top wage level would leave his wife and 3 children, 
if under 18, eligible for the maximum of $254 immediately, which is 
a little more than 25 percent increase in the benefit. 

These are the departures from the 7 percent increase, and we think 
they are arguments for the passage of the bill, because they go to the 
people who most need the protection. 

The program as it provides for widows and children, and thus keeps 
families off public relief and keeps families together, is, in our mind, 
one of the major advantages of the bill. 

In keeping these benefits more closely tied to the past earnings we 
think is consistent with the basic principles of the system that have 
been in effect for the last 23 years. It is a part of our whole free 
enterprise system to keep the levels of living and the benefits that 
people draw related to their past earnings and thus build them into 
the basic wage incentive system characteristic of our soc iety. 

I would like to say just a word about the Advisory ¢ ‘ouncil, partly 
because that was raised this morning. It has been said in the past, 
I think, more directly and with more emphasis than the Secretary 
said this morning that the Congress should wait for the Advisory 
Council to report before it does anything. 

I happen to be a member of that Council and I happen, also, to have 
followed the legislation on it from the very first. 

I believe we first suggested in the House that such an Advisory 
Council be set up under the 1956 amendments. 

And we first suggested that the Council be authorized to review the 
adequacy of benefits, but the House that provision was taken out by 
the time it came before this committee, and before the Senate there 
was no such provision in it. The legislative history, therefore, is very 
clear that this Council, which is now operating, has no responsibility 
in the area of benefits. Its legislative mandate runs distincly to the 
final aspects of the program. And therefore, we thing, or I think, 
as just one member of the Council, that it is quite inappropr iate 
that a change in benefits should await the decisions and the recom- 
mendations of this Council which has a clear mandate that it should 
keep out of the question of benefits. 

On the provision for fins uncing which can become quite complicated, 
as we recall from this morning’s session, I should like to to just read 
the statement that President Meany made when this bill was reported 
to the House. 

He said, and I quote: 

Organized labor has consistently supported the sound, long-term financing 
of the social-security system. We know that improved benefits require higher 
contributions. We don’t believe in raiding the trust fund for an immediate ad- 
vantage to those now retired, or soon to retire, as the difference would have 
to be made up in future years. If the social-security system now shows an acturial 


deficit the workers of this country stand ready, as they always have, to pay their 
share of the costs of the deficit as well as the cost of the improved benefits. 
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The improvements in the public assistance program, we think, are 
excellent, not only in terms of the additional benefits that could 
be made available to people—and we schedule here on page 6 the 
monthly amounts that are being paid, that is according to the lastest 
reports, April, 1958, which anyone can see at a glance are inadequate 
for people actually to live on—but we believe the proposed changes 
are sound, that they provided improvements in the administration of 
the program. 

Many States are really up against it, they are up against limitations 
on their ability to tax, limitations on their ability to borrow, some of 
these constitutional limitations. And it, therefore, in our view, is 
necessary for the Federal Government to assume this larger respon- 
sibility in the whole public assistance program. 

We think that the participation of the States should be broadened 
in terms of the determination of need because that by its very nature 
must be a very local problem, not only just as a State problem, but a 
problem of a locality. When we get into the question of how much 
does this poor person need to tide him over his period of difficulty or 
to keep this family together. That can only be determined on a 
person-to-person basis. But the Federal Government needs to carry 
a larger share of the whole cost of the thing than it has in the past. 
And we believe this bill accomplishes both of those purposes—it gives 
a wider determination to the localities in determining the individual 
case needs but assumes a larger share on the part of the Federal Gov- 
ernment which simply means that the stronger, more well financed 
States, the States in which a higher group of high taxpayers happen 
to have their residence and pay the taxes, should carry a larger share 
of the burden. 

It is simply a recognition of payment on the basis of ability to pay. 

Now finally, we think that the provisions in title V, the maternal and 
child welfare program, are well taken. We had supported an increase 
to $25 million for the crippled children program, because we think 
that that agency could handle this additional amvunt of money, but 
we had supported the $5 million for the other 2 categories. Now it 
is $5 million for all 3 of the categories, and this will be a substantial 
aid. 

We think, also, permitting the aid to the children in urban areas, as 
well as maintaining the emphasis on the rural areas is sound, because 
a large part of our juvenile delinquency problems are found arising in 
urban areas. And in our view reflect inadequate aid that comes from 
too rigid a control as it now is directing the major part of the program 
into rural areas. 

In conclusion, I would like to say, in our opinion, the enactment of 
H. R. 13549 would provide substantial, immediate improvement in the 
economic security of wage earners and their families, to the millions 
who have retired because of age, to the disabled, and to the families 
with dependent children. 

Time isshort. Want and hunger will not wait. The improvements 
contained in this bill are so designed as not to do damage to our social 
insurance system, nor to place disproportionate burdens on workers 
in the future. More substantial changes in the program, which in our 
view, are worthy and practical, must wait for a future Congress. 

We, therefore, respectively urge the enactment of this bill now. 
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That concludes my statement. Thank you. 

Senator Lone. Mr. Cruikshank, do I understand that you favor a 
10 percent increase in payments at this time ? 

Mr. CrurKsHANK. Yes, sir. 

Senator Lone. I take it that you feel that that is necessary since 
the cost living is up almost 8 percent since Congress last acted in this 
field ? 

Mr. CrurksHaAnKk. Yes, sir. We believe that a 10 percent could be 
paid, and that since the cost of living has increased by 8 percent, 
since the last benefit increase was made, that we should do with the 
individual family deficit a little bit what we are doing with the sys- 
tem’s deficit here. We should pay the difference between—we should 
cover the cost of living increase, and we should, also, chip away a 
little bit on how much he was behind at the previous level, because 
these benefits were never sufficient to keep a person at an adequate 
level of living. So we should chip away a little bit on that. 

Senator Lona. I agree with you on that. 

You are on this Commission and you have looked into some of the 
cost features. Do you believe that we can increase benefits 10 percent 
within the present cost, that is, within the present tax base that is in 
this bill? 

Mr. CrurksHanK. Well, Senator, I would like to differentiate and, 
I believe you mentioned the differenc e and you meant to differentiate— 
I would not like to speak as a member of the Commission now because 
I do not think that would be proper. 

Senator Lona. Yes. 

Mr. CrutksHank. But in the course of my looking 

Senator Lone. You know something of what the costs are? 

Mr. CrurksHank. I am supposed to. And from what I believe, 
having looked at the costs, I think we could carry a 10 percent 
increase in benefits now without going into a deficit, without going 
into an actuarial deficit. 

Senator Lone. With the tax that is in the bill as it came from the 
House ? 

Mr. CrurKsHank. Yes. 

Senator Lone. As to the actuarial deficit, what is your view on 
this subject of building up this huge reserve fund? Should we 
merely look to bringing in enough revenue to meet the payments 
plus a little extra, or do you think we ought to undertake to build 
up these huge reserves that some people have spoken of—there has 
been mention of $179 billion. 

Mr. CrurksHank. It is very hard to draw the line and say where 
the fund is adequate. And this is something that the council that 
Tam a member of is now looking at. It will be a hard job to say what 
is an adequate amount. 

I would say this, though, that it would have to be determined on 
the balance of two or three factors. 

Among those factors would be this: First, this matter of equity, 
people retiring now. I do not think anybody retiring now on an 
actuarial basis can say that he has fully paid for the benefits that 
he will draw if he lives after the age of 65. So he is getting some- 
thing of a windfall from the system because he is early in the | system 
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and has not had the chance to work the full 45 years that is contem- 
plated to retire at the age of 65. 

Nobody has yet, because the system is young. Now, therefore, it is 
only right that he, when benefits are increased, if he is a man in 
middle life or approaching the age of 65, should have a tax increase 
so that he has borne in on him the fact that this money does not grow 
on bushes, that it has got to be a sound fiscal system and that if 
benefits are increased it will cost somebody something. 

So that I think that the matter of increase in taxes at the time you 
increase benefits, the policy which the Congress has generally adhered 
to, is a sound one. 

I think, also, that we cannot afford to go on strict pay-as-you-go 
basis because any retirement system, whether public or private, it 
will have an increasing line representing higher costs as the system 
matures. And if you put the whole burden on people of future years, 
then you are going to be unfair to future generations. You will be 
kidding the people of this generation, and you are going to be unfair 
to the people of future generations. 

I believe, also, though, that a public system of this kind does not 
necessarily have to be fully funded the way, for example, the Internal 
Revenue System requires that a private pension plan be—that is, to 
get the tax benefit—because even great corporations come and go. 

Well, I think sometimes the earliest retirement system that was 
ever put into effect, a private retirement system was, I believe, that of 
the Cooper Carriage Co. in 1896. It was the first or second one, 
And each of us only need to remind ourselves what happened to 
a carriage company between 1896 and now. It probably looked very 
secure in 1896, but certainly, it isn’t secure as General Motors is today. 

Corporations come and go, and private systems, therefore, have to 
be fully funded. 

But the United States is solid and it is here and it will stay. And 
it will continue its power to tax. That is the ultimate security of this 
system. Therefore, it does not have to be fully funded as a private 
pension plan should be in order to be sound. 

So that figure that you questioned me about, Senator—and please 
excuse this long answer—will have to be one that lies somewhere be- 
tween a fully funded system that the private pension plan should have, 
and on the other extreme a pay-as-you-go plan which would be un- 
fair to the future generations. 

Senator Lone. It seems to me that as years go by we are going to 
somewhat liberalize this program just as we are proposing to do in 
this bill? 

Mr. CrurKsuank. Yes. 

Senator Lone. I do not see how any one person in the future can 
expect to get any less than those in the past did, because I believe 
it will continue to go in the general direction we are moving now. 
So long as every year we make payments into the fund which equal 
or exceed the withdrawals from the fund, we do not have to worry 
about the soundness of our fund. 

Basically, however, if we ever get down to the point where we, as 
a nation, are not producing enough food and clothing and other neces- 
sities of life, to provide for the aged and the retired, then no matter 
how many dollars we have in the fund it will still be an unsound 
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program because in the last analysis this is not a dollar proposition so 
much as it is a matter of providing for the needs of those who are 
retiring because of age. 

I have gained the impression that by building up the fund we are 
depriving large numbers of people who have retired already of some- 
thing we can do for them at the present time. It seems to me in the 
long run we will recognize the fact that we need only be sure that our 
annual contributions will equal or exceed the withdrawals from the 
fund. 

Mr. CrurksHank. That is generally correct, but as the system 
matures you will have a higher proportion of the working population 
that become eligible under the provisions of the law and we should 
make some preparation for those future demands. 

Senator Lone. We have made long strides in that—as a matter of 
fact, we are almost there now so far as the present working population 
is concerned, It is only the retired people who are not covered. 

Mr. CrurksHank. Yes, generally, that is true. 

Senator Lone. We have large numbers not covered, but most of 
those working now are covered. 

Mr. CrurksHANK. Nine out of ten are covered, and most, if they’re 
not under this system, are under railroad retirement or civil service. 

Senator Lone. We are taxing those who are presently working in 
order to provide for those who are retired. We can provide for them 
more adequately if we do not try to build up the large reserves that 
you would have if you were operating a private company. 

Mr. CrurksHANK. Yes. 

Senator Lone. How do you feel about the $66 maximum under pub- 
lic assistance—do you believe that is sufficient ? 

Mr. CrurksHank. We think that is an improvement. I would not, 
certainly, want to be on record as saying that it is sufficient; no, sir. 
It is an improvement over the present, and we think that is a step for- 
ward that merits support. In answer to your question I would say 
I don’t think it is sufficient. 

Senator Lone. Thank you very much. 

Just one further question. I believe you once told me referring to 
how certain things become more important and people place more 
emphasis on them, that a number of years ago, people considered trans- 
portation expense ae than they do now. Do you recall those figures ? 

Mr. CrurksHank. I do not know as I gave any figures, Senator. I 

was reminded of that again this morning as I listened to the discus- 
sion as to how much our economy could carry. 

I think that it is true that people of this country and of every 
civilized country in the world have indicated quite clearly that they 
are prepared to “dedicate or allocate a larger proportion of their per- 
sonal incomes and of their gross national incomes to the matter of 
economic security. And th: at concept has grown. 

Here is where I made the comparison when we were talking, just 
as people when I was a boy thought of a very small portion ‘of the 
family income as being appropriately assigned to transportation. 
My father took a streetc ar downtown to his ‘offic e, and back, and we 
had a picnic occasionally, and now and then after 1912 when we first 
had an automobile, piled into the family car and went 60 miles down 
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to grandmother’s. And that was an annual trip. And we thought 
that was a great thing. 

Well, the whole transportation bill for the family for a year, prob- 
ably, was not over $100 or $150. And now people pay $10 a week for 
a place to park. And they pay $80 or $90 a month, in modest income 
brackets, on payments on the family car and think nothing of it. That 
would have horrified my father. 

The amount of family income that is allocated to transportation, 
as a matter of course, on the part of people has greatly expanded. 

And I think, also, the amount of income, both personally and 
nationally, that people are willing to allocate to security has greatly 
expanded, as a parallel. 

It is part of the advantage that comes out of a tremendous growth in 
our productivity. We are not so near “hardpan” in terms of just pay- 
ing for the basic necessities of food, clothing, and shelter. We have 
more of this out of the tremendous productivity of our system that we 
can allocate to different things like security, than we could in an earlier 
day. 

Senator Lone. Thank you very much. 

Senator Frear. Senator Carlson. 

Senator Carson. I just wish to say this, that I am pleased to learn 
and to know that you are a member of the Advisory Council that was 
created in 1956. First, because of your ability in this field of social 
security, and secondly because you represent a great percentage of the 
population that has probably a more direct interest in keeping and 
maintaining a fund for future years that will really be of value to 
them. 

And I am delighted that you are serving on that Commission. 

I was interested in your thought that this Council we set up by con- 
gressional action did not permit you to go into the benefit payments. 

Would it be helpful if that provision were made ? 

Mr. CrurksHank. I believe it would be helpful, Senator, to have 
an Advisory Council that would review the adequacy of benefits. 

When we first proposed this, as I indicated a moment ago, we 
thought the same Council might go into both, but I am not certain 
right now but what it is better to have one Council go into financial 
matters, or perhaps, have an expanded Council that could go into the 
other matters, too, because they are a little bit of a different nature. 

The Advisory Council that was set up through this committee when 
Senator Millikin was chairman back in 1948 and 1949—I had the honor 
to serve on that Council—went into the whole matter of finances as 
well as benefit adequacy and all, and the amendments of 1950 largely 
grew out of the recommendations of that Council. That Council had 
no such restriction on its mandate. 

Senator Carison. Those of us who are concerned about not only the 
benefit payments at the present time, but the future stability of the 
funds being collected from our people that are working and contribut- 
ing to it are concerned, of course, about the financial end of it. I 
would ask you this: When social security was first presented to the 
Congress for consideration many suggested, I think your organization, 

in fact, the American Federation of Labor, at least, at that time, that 
one-third be from the contribution from the individual, the employee, 
one-third from the employer, and the Federal Government by direct 
taxation one-third. 
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Are you looking forward to that period in the future? 

Mr. CrurxsHank. No, not precisely that way, Senator. Our posi- 
tion is this, that we think that a contribution out of general revenues 
is justified because of the broad public interest that there is in this 
program. Everybody benefits from it. 

ou see, there was a provision from 1939 to 1950, authorizing pay- 
ments out of general revenues to the system; and in 1950, you will re- 
call, that was taken out of the act. 

Our position has been that since Congress has decided, made the 
policy decision, that this must be a self-financed and self-contained 
program, then our position is that it must be adequately financed and 
that we must support by taxes the amount necessary. 

Senator Carison. That is all, Mr. Chairman. 

Senator Kerr (presiding). You generally support the entire bill ? 

Mr. CrurksHANK. Yes, sir. 

Senator Kerr. And you think that the workers generally support 
the bill ? 

Mr. CrurksHank. Yes, sir. I believe they do. We base that on 
the record of the convention actions that have been taken both by our 
national convention and by a number of State and national and inter- 
national unions that have passed resolutions supporting bills of this 
kind and objectives of this kind. 

Of course, this particular bill, naturally, has not had the chance to 
be before a convention. 

Senator Kerr. And they pay as much additional tax as the em- 
ployer ? 

Mr. CrurKsHANK. Yes, sir. 

Senator Kerr. That is all. 

Senator Bennett. I am the one who this morning brought out the 
fact that the bill raised the overall cost ultimately to something like 
9 percent of the total payroll. 

Of course, this isn’t the only program for the benefit of retired 
workers. 

Do you have at your tongue’s end an estimate of the percentage of 
payroll that is represented by a typical retirement program developed 
through collective bargaining by your organization ? 

Mr. Crurksuank. No,sir;Idonot. Ido not have that. 

Senator Bennetr. You are an authority on retirement and social 
security and you represent an organization that spends a lot of time 
working out the contracts for retiring programs, but that has not 
come to your attention ? 

Mr. Crurxsuank. It has, but I do not have it right at my finger- 
tips, largely because I do not directly deal with the negotiated pension 

an problem. We have made a study of that and I have that, and we 
fio make recommendations to our local unions, but I have been, in my 
lifetime, in only two or three collective bargaining sessions negotiating 
Pechator Bennett. Aren’t the retirement benefits under negotiated 
retirement plans generally larger than the social security benefits ? 

Mr. CrurksHAnk. Generally, I would say not, sir. I think they are 
generally smaller. A typical plan is smaller than social security. 

’ Senator Bennett. Can you guess by how much ? 

Mr. CrurKsHank. Well, a typical plan pays $70 or $80 or $90 a 

month to a retired worker. 
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Senator Bennett. Half as much? 

Mr. CrurksHaNnkK. Well, that would be more than half. 

Senator Bennett. More than half? 

Mr. CrurKsHANK. Yes. 

Senator Bennerr. If we took this ultimate figure of 9 percent— 
well, let us take the current figure of 614 percent which this bill would 
set up, and a figure approximately equal to 60 percent of that, that is 
another 314 percent of payroll, so we are looking at 10 percent right 
now, aren’t we, before these additional increases come, and if the ulti- 
mate increase in social security is from 61% to 9, maybe 4 percent, then 
we can say right now that the burden of the retirement, the cost of 
retirement, for men employed in industry where there are negotiated 
contracts, the cost on the industry is somewhere around 10 now and, 
probably, would be up to 14 or 15 over the next 10 years? 

Mr. CrurksHank. It might, but I do not believe that could be 
figured as a certainty because the pension plans that have been nego- 
tiated have to a very large extent been negotiated to meet deficiencies 
of social security. 

Senator Bennerr. Yes, but you do not say the pension plan is only 
good for $70 a month and social security is good for $120 a month— 
you put the two of them together, and industry must bear them; that 
1s right, isn’t it—industry and the employees? 

Mr. CrurksHank. That is right. 

Senator Bennerr. They are both charges against the wages of the 
employees ? 

Mr. CrurksHank. Yes. 

Senator Bennerr. So today, in effect, we have a burden for all in- 
dustry that is covered by employee pension plans of somewhere in the 
neighborhood of 10 percent ? 

Mr. CrurksHank. Yes, but I do not think that you can project that 
into the future and say necessarily that will continue on that percent- 
age basis, because this is all a part of the wage cost, and when we 
negotiate the pension plan the decision that the employer and the 
employees make, in effect, is how much of the total wage are you 
allocating to this insurance for old age and how much are you allocat- 
ing to an immediate take-home pay. 

Senator Bennerr. Has it not been the pattern over the past years 
that the amount allocated to old age benefits has tended to increase 
‘ather than diminish in relation to the total wages ? 

Mr. CrurksHank. Yes. That is true. But, also, the effect of in- 
creasing and improving social security has to a very definite degree 
slowed down the demands for higher pension plans. So, you see, 
what I want to avoid doing is just arbitrarily adding the two and 
saying, “Well now, we will do this much here, we have in the past 
done this much percentagewise in this category and, therefore, we 
are going to have the two.” 

If you improve social security, you will remove a good bit of the 
pressure for improving private pension plans. 

Senator Bennerr. Having been on the other side of the bargaining 
table, I haven’t observed any of that yet. I have made my point. 

There is another point on which I would like to make a comment. 

In talking to Senator Long, you made the very interesting point 
that there was a time when transportation was a negligible part of the 
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cost of an ordinary family. I can remember when a streetcar ride 
was a great treat. That has expanded. It has expanded not only 
absolutely, but it has expanded in terms of percentage. 

The social-security system is now expanding, percentagewise. 

There was the famous prizefighter who thought he had 1,000 per- 
cent of himself to sell, and proceeded to try and sell it. But, actually, 
you have only got 100 percent. 

So, you cannot keep on expanding, percentagewise, both travel and 
social security and everything else without having to reduce some 
other phase of life to absorb it when you expand these at a faster 
rate—when you expand them percentagewise and thus expand them 
at a faster rate than the absolute income. 

Mr. CrurksHank. Of course, there is a limit somewhere. But, with 
our expanding productivity, there is a smaller percentage that must 
be allocated just to food, clothing, and shelter items, so that you do 
have an expanding percentage that you can have for transportation, 
better housing, better education for the young, better provision for 
the old, and all of those things. There is an expanding proposition. 
That slice of the pie is getting bigger. 

Senator Bennerr. You are saying, then, that there are some things 
that are absolute, and when those are met 

Mr. CrurksHank. They are fixed. 

Senator Bennert. They can be dropped off. I doubt that we have 
reached the point yet where there are very many important segments 
of the cost of our living which are shrinking; in other words, I think 
there is a little risk of expanding the social security, the retirement 
program, much faster than we expand the absolute income. Now, 
maybe we haven’t reached the point where that break comes, but I 
think it has got to come. 

That is all, Mr. Chairman. 

Senator Kerr. Senator Douglas. 

Senator Dovexas. I would like to ask if I may—we don’t have very 
much time left—is it your recommendation that we pass the bill sent 
over from the House? 

Mr. CrurksHank. That would be my recommendation; yes, sir. 

Senator Dovcias. You would make improvements along what 
lines—along what lines have you suggested that improvements be 
made ? 

Mr. CrurksHank. First, I would like to see an increase in that bene- 
fit up to 10 percent at the very least. 

Senator Dovetas. For old age? 

Mr. CrurksHaAnk. Yes. 

Senator Dovetas. The increase in cost of living has been 8 percent; 
the increase in wages has been up to 12 percent. 

Mr. CrurksHank. On the grounds, also, that the benefit never was 
adequate, and that we want to reduce that margin of inadequacy, to 
some extent. P 

Senator Dovetas. Were you here this morning when I questioned 
the Actuary, Mr. Myers? 

Mr. CrurKsHANK. Yes. 

Senator Dovetas. Is there the possibility that the plan is over- 
financed ¢ 

Senator Dovetas. Under the proposed scales ? 
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Mr. CrurksHanx. Yes, sir. I think that possibility arises largely 
from the fact that they do not include in their assumptions a rising 
wage. 

Senator Dovetas. I would like to point that out. Did it, also, show 
that the high cost estimates are so extremely high, if finally adopted, 
that it would be overfinanced ? 

Mr. CrurxsHank. I think that is true. 

I want to say, too, here, that I share the confidence that you ex- 
pressed in Mr. Myers. We think he isa person of the highest integrity 
and of extraordinary competence. And I am very hesitant always to 
question his conclusions. I do, sometimes, raise questions about the 
assumptions, and I think it should be pointed out, too, that many of 
these assumptions are assumptions of an economic and social nature 
rather than strictly actuarial in the sense that we use actuarial when 
we are talking about private insurance plans, where it is pretty much 
a mortality rate which is a fixed and mathematical thing. 

Furthermore, the further you get into the future the greater are 
these economic and social factors weighted, and I have said to Bob 
Myers, sometimes, when we were talking about the year 2020, “I do 
not have that kind of 20-20 vision.” 

Senator Dovcras. You heard the Secretary testify. He tried to 
avoid saying so, but I thought it was the conclusion that he was opposed 
to any increase in the formula which would result in additional Fed- 
eral expenditures. Did you form the same conclusion ? 

Mr. CrurksHank. Yes;I did. 

Senator Douecias. And he has proper concern for the Federal 
budget. Isthere not, also, a human budget in this? 

Mr. CrurksHANnk. Yes, sir. It seems to us that, while I have a 
lot of admiration for the Secretary, whom I have known for many 

ears, I think the Secretary said that this was a better system and a 
ane formula, just as we say that this benefit formula in the old-age 
and survivors part is a better system. 

But we are for improvements. And I think we are willing to pay 
for our improvements. And we think they should pay for theirs. 
If it is a better system, it will cost more money. It seems to me all 
taxpayers have to be prepared to pay more money for a better system. 

Senator Dovetas. There are some 6 million recipients of the system 
inall forms. Do you think the sums paid are adequate for a minimum 
standard of living? 

Mr. CrurksHank. No, sir. Everyone of these special studies that 
has been made, like that in New York—they have made special studies 
of adequacy and what is the minimum budget for a retired couple and 
for families, and the Heller committee on the west coast has made 
similar studies—the Department of Labor has made studies of that 
kind—and these bare-subsistence budgets indicate we are not meeting 
anything like an adequate living budget for these people. 

Senator Dovetas. Do you think we are meeting the biological 
budget ? 

Mr. CrourksHAnk. There is indication that, in many cases, we are 
not, eee of the high incidence of disease and distress among these 
people. 

Senator Doveras. These figures do not show up on the balance 
sheet. You cannot measure them in dollars, but isn’t there a danger 
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that they may be ignored in the concentration upon money and money 
expenditure ¢ 

r. CrutKsHaAnk. I think there is a very real need. I know, in 
talking to some social workers, that here is often what happens; that 
they will go into the needs of these people, medical needs, housing 
needs, and so forth, and when they all total up, as a minimum, then, 
because of the very shortage of funds, they have to apply an arbitrary 
percentage reduction on them. That reduction cannot be justified 
except in terms of the money available. It is not justified otherwise. 

Senator Doucias. Have you noticed the new formula for payment 
of medical care for those over 65 ? 

Mr. CrurksHank. Yes; I recall seeing it in there; yes. 

Senator Doveras. Do you think it is an improvement ? 

Mr. CrurksHank. I think it is a definite improvement. 

Senator Dovetas. I join in that because that is the formula I have 
been urging for some years. It has been opposed by Health, Educa- 
tion, and Welfare, although I didn’t hear them object to it this 
morning, and I didn’t want to rub it in, in their presence, but, ap- 
parently, they are in favor of it now after 2 years of struggle in 
which they showed the same alacrity as displayed on other subjects. 

Mr. CrurksHank. While this bill, sir, as I said, does not meet full 
objectives, I think that én analysis it meets the major areas of needs. 
It gives them a certain priority. For instance, the adding of the 
dependents’ benefits for the disabled. And then the higher percentage 
gains in benefits for the widows and children. I think if any one of 
us were looking here how to allocate a welfare budget those would be 
the groups that would come to the mind of every one of us, as the 
ones, if there is a limited amount of money, that should get it 
first. 

Senator Doueias. I remember the very bitter battle that was fought 
within this committee and on the floor of the Senate on providing 
benefits for disability. The Senators from Louisiana and from Okla- 
homa and from Georgia, and the Senator from Illinois all struggled 
for these benefits for disability. We were told by the American 
Medical Association that this was impossible and wrong. We were told 
by the budget balancers that this is a very bad move, and so forth. It 
went into effect. I didn’t hear the Health, Education, and Welfare 
people complain this morning about the system. 

Mr. CrurkKsHANK. No; and I think, also, maybe as a happy accident 
that all of you involved in that struggle set up this separate fund. 
And because you did that, you can now get a clear allocation and 
know that we have some money for that. 

Senator Dove.nas. Isn’t that fund solvent ? 

Mr. CrurksHank. Oh, more than solvent; yes, sir. 

Senator Dovatas. It is more than solvent—more than the claims? 

Mr. CrurKsHANK. Yes, sir. 

Senator Douaias. That is all, Mr. Chairman. Thank you. 

Senator Kerr. Wethank you for your statement. 

I am reminded what the Senator was talking about in that situation 
at the time, as I recall, there were not too many engaged or enlisted 
in the effort to get that amendment. 

Mr. CrurksHank. Correct, sir. And I remember that you were one 
of those who were very much involved in securing the protection for 


disabled. 
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Senator Kerr. Thank you very much. 
Mr. CrurksHank. Thank you. 
(The full statement of Mr. Cruikshank is as follows: ) 


STATEMENT OF NELSON H. CRUIKSHANK, Drkector, DFPARTMENT oF Socqar 
Security, AFL-CIO, 1x Support or H. R. 18549, THe Sociran Securrry 
AMENDMENTs OF 1958 


My name is Nelson H. Cruikshank, and I am director of the department of 
social security of the American Federation of Labor and Congress of Industrial 
Organizations. My office is at the headquarters of the AFL-CIO, 815 16th Street 
NW, Washington, D. C. 

I am accompanied by Mr. Andrew J. Biemiller, director of the AFL-CIO legig- 
lative department. We are representing the AFL-CIO in support of the House. 
passed bill, H. R. 13549, a bill designed to improve benefits under, and to 
strengthen the financial structure of, the old-age survivors, and disability insur- 
ance system ; to broaden and improve the Federal-State public assistance program 
and the maternal and child health and welfare programs. 

We appreciate the opportunity to appear before this committee on this subject, 
We know that the time is short and we are glad to cooperate with the committee 
in its desire to hold the briefest possible hearings consistent with the commit- 
tee’s great responsibilities with respect to social security legislation. 

The AFL-CIO had urged considerably more far-reaching and more liberal 
improvements in the entire system of social insurance than this bill provides, 
We had hoped that the Congress in this year of recession would amend the un- 
employment insurance provisions so as to provide a sounder and more equitable 
system to safeguard workers’ incomes and the economy against the losses due to 
involuntary unemployment. We had also hoped that steps would be taken, at 
this time, to help meet the problem of the costs of hospital, surgical, and nursing- 
home care for the aged and other beneficiaries of the social security system. 
And with particular reference to the measure before you, we had hoped that the 
benefits for the retired and other beneficiaries would be increased by 10 percent, 
or at the very least 8 percent, so as to keep pace with the increase in living costs 
since the last benefit increase 4 years ago. 

We had also hoped for the adoption of some other improvements, which are 
minor, relative to the whole program, but which are of real significance to a 
great many individuals who look to social security in their years of retirement, 
or as the major defense against disaster for their families. Among these was 
our long-sought goal of including tips in creditable wages. For many persons 
in service trades, the wage paid directly by their employers represents but a 
small part of their actual earnings. They are required to pay income tax on all 
their earnings but can credit only the small portion for social security benefits. 
We are confident the Congress will wish to correct this situation. 

Despite the failure of H. R. 18549 to meet many of the crucial needs of the 
working people, it is the position of the AFL-CIO that there is enough of sub- 
stantial benefit in the measure to merit support. It is probably the best measure 
that can be enacted in the short time remaining before the adjournment of the 
85th Congress and it is our hope, and we are sure the hope of millions of social 
security beneficiaries, that the Senate will act upon it favorably. 

The bill contains many technical and minor amendments. In none of these 
do we find anything that endangers the program or departs from long-established 
and sound principles. The major provisions on which we shall present our rea- 
sons for supporting it are: 

1. The increase in benefits under the OASDI program. 

2. The financing provisions. 

8. The improvement of the public assistance program. 

4. The improvement in the maternal and child welfare programs. 


INCREASE IN BENEFITS 


Recent economic developments have intensified the problems of the aged, and 
other beneficiaries. The Consumer Price Index has risen by 8 percent since 
1954, when the last benefit improvements were enacted. Prices are likely to 
continue high even though economic recovery may be slow. 
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With substantial unemployment, older workers have difficulty retaining or 
finding jobs. Many persons who are approaching retirement age are without 
work or earning less than they expected. Their future benefits will be reduced 
accordingly unless improvements are enacted. 

Aged persons who have been receiving some financial assistance from their 
families now find that sons and daughters are working only part time, or are 
completely unemployed. Public and private assistance agencies are having in- 
creasing difficulty meeting the needs of persons who turn to them for aid. 

The growth of private insurance protection has been slowed as unions find it 
more difficult to bargain for continued expansion of collective bargaining plans. 
When older workers are laid off, their private insurance protection often lapses 
and no substitute is available. 


Examples of increases in benefits provided in H. R. 13549 


Individuals now on the benefit rolls and all future beneficiaries would have 
their benefits increased by, at least, about 7 percent. The percentage increases, 
however, are higher with respect to the minimum and with respect to the 
survivors of workers who die if their earnings have been in the higher brackets, 
or if there are a greater number of surviving members of the worker’s family. 
Also, the retirement and survivors’ benefits are increased considerably beyond 
7 percent for workers who retire in future years and for their dependents who 
become eligible for benefits in future years. 

The following table gives some illustrative monthly benefit amounts under 
the present law, compared to the benefits proposed in the bill, for people who have 
already retired or who retire within the next year. 





TABLE I 
Single worker aged 65 or Worker and wife both 
Average monthly earnings (after 1950 and disabled after age 50 aged 65 
dropping out low 5 years) te 3 AER A) ee oe eee, eee 

Present law Bill Present law Bill 
eit seduthicnsea hills sissies eisai $30. 00 $33. 00 $45. 00 $49. 50 
a ee 55. 00 59. 00 $2. 60 | 88. 50 
TEN ia eae 68. 50 73. 00 | 102. 80 109. 50 
I i a Le ee eed 78. 50 | 84.00 | 117. 80 | 126. 00 
a a a 88. 50 | 95. 00 132. 80 142. 50 
oe digi ea te anda cS 98. 50 | 105. 60 | 147. 80 157. 50 
ee oe a De ie coc 108. 50 116. 00 | 162. 80 174. 00 
RE ES ORE EE A EE PON ee 108. 50 | 116. 00 | 162. 80 | 174. 00 


Additional increase in benefits will result to workers who retire in future 
years and who consistently have been employed at the higher wage levels in 
addition to the, roughly, 7 percent increase in benefits available to all retirees. 
Assuming that the bill is passed this month, the worker retiring at this time 
would receive the top primary benefit of $108.50 per month for August, Septem- 
ber, and October—assuming also that he had earned regularly $400 or more per 
month. Beginning in November, his monthly benefit would be increased to 
$116. If his wife were also 65, the benefit for the couple would increase from 
$162.80 per month to $174. 

The increase in the annual creditable earnings from $4,200 to $4,800 would 
affect the average monthly earnings on which future benefits are computed only 
gradually for workers in the upper wage brackets. In most cases, such workers 
will still have to apply the years of 1951 to 1955 to the dropout. In these years 
earnings only up to $3,600 and $4,200 were creditable. However, as will be 
noted from table II, the larger portion of the increase becomes effective within 
the next few years. While it will be 40 years before the full effect of the higher 
wage base is reflected in benefits for most workers, it is to be noted that half 
of the increase is effective within the next 5 years, and three-fourths of it 
within the next 10 years. 

Table II shows the benefits for which a worker who has earned regularly $400 
or more per month will be eligible, retiring at the end of the calendar year 
indicated. It also lists the benefits for retired man and wife, assuming both 
are age 65. There would, of course, be applied the actuarial reduction for the 
wife’s benefit if she should retire at any earlier age, after age 62. 
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Year benefit center | man and wife | Year | benefit | man and wife sation s 
both age 65 “ae both age 65 gocial-se 
iad ik , a | ROOM ferro fule to to disab 
eee eae 9 177 50 || i eh reas $125 187, . 
SERRE 8 120 180.00 || 197522777272 125 7. Advisor 
RE SS: 121 mee WN iL. 126 189.00 Spoke 
lms iseeala cea 122 183.00 || 1985... Sa a 126 139, 00 P 
ll eee ee 123 SN TO a ee cae 126 189. 00 of the . 
nee = 123 184. > EE Naseersces on 126 189.00 avoidin 
A ealialieainmed 124 186. 00 | 2000. .2----oeen-o-22-| 127 190. 8 cil, I 8 
sannite — = _ —— - legislat 
The increases in primary benefits for workers in the higher wage brackets 9 a 
are, of course, also reflected in improved benefits for survivors of insured v arabs 
workers who die. Table III gives illustrative monthly benefits for survivors ertte 
of insured workers with average earnings of $400 or more per month who die : ont 
in 1959 or after. It will be noted that the increase in the maximum amount oo Fe 
payable to a surviving family, from $200 a month to $254 a month as provided bilit 
in the bill, is reflected at an earlier date for survivors than at the time the a c 
maximum amount for retiring workers becomes effective. or 
siderin 
Tate sideri 
so - a oes) ap the co 
: 1 , Hie ite ¢ or pertin 
Sonmmins sur- Widow aged ~ or over | Widow and 1 child Widow and 2 children alread 
vivors become (no children ler 18 ler 18 
eligible at end of eee ae a ee! a wamabes The 
calendar year | oe ee ee re fall, a 
Present | Bill | Present Bill Present Bill meetin 
—— — : ee ae ae reques 
$81. 40 | $89. 80 | $162 80 $178. 50 $200 $238. 20 Adv 
81. 40 90.00 | 162. 80 180. 00 200 240.00 i 
81. 40 | 90. 80 | 162 80 181. 50 | 200 242. 20 munit 
81. 40 | 91. 50 | 162. 80 183. 00 200 244. 10 social: 
81. 40 92. 30 | 162 80 184. 50 | 200 246. 10 citizer 
81. 4 ) | 92. 30 162 80 184. 50 200 246. 10 nomic 
81. 40 93. 00 162. 80 186. 00 200 250. 00 ; 
81. 40 93. 80 162. 80 187. 50 200 254. 00 advist 
81. 40 94. 50 | 162. 80 189 00 200 254. 00 broad 
oS 94. 50 162. 80 189. 00 200 | 254. 00 amen 
81.4 o| 95. 30 162. 80 | 190. 50 200 254. 00 
| Hoy 
. * - i Socia’ 
The above table shows the amount for the survivors of a high-earnings worker, ments 
leaving a widow and two children. If such a worker died and left a widow and cil. | 
3 children, all under 18, the new maximum amount of $254 per month would and | 
be payable immediately. It is also to be noted that there is added protection ma, 
in this bill for the family of a younger worker who dies. Since no wages be- ” 
fore age 22 are to be included in the computation of the average monthly wage, purpe 
a young man now age 27, for example, who had been earning regularly $400 for . 
per month—if he should die in the early part of 1959—would leave his family = S 
immediately eligible for the maximum of $254 a month since his average wage ae 
would be computed on only the recent years of employment. elay 
We believe that these provisions go in the direction of maintaining a wage- 
related benefit system. This relationship has been consistently a characteristic 
of our social-insurance system and one which, we believe, commends it strongly Th 
to the American public. With due modifications of the formula to give increased of th 
benefits to those in the very lowest earning brackets, the keeping of benefits in a ings 
direct relationship to the earnings on which taxes have been paid is consistent steps 
with the concepts of our free-enterprise system. from 
Additional benefits for disabled in be 
7 
We are in full accord with the provisions of this bill that provide additional os, 
protection to the permanently and totally disabled. When the disability provi- > a 
sions of the program were adopted 2 years ago, it was generally agreed that it og 
was a minimum program, to be conducted partly on an experimental basis. ha 
The establishment of a separate fund for this program has proved a wise and ote 
sound procedure. The condition of the fund now, and the experience that has : 


been acquired in administering the program, make it possible to broaden the pro- 
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tection provided. H. R, 13549 does this in two respects. It provides benefits 
for the dependents of disabled workers, and removes the requirement that the 
benefit to the disabled be reduced by the amount of any benefit payable on ac- 
eount of disability under other Federal programs or State workmen’s-compen- 
sation systems. Both these provisions are consistent with the purpose of the 
social-security system to provide the basic protection against loss of income due 
to disabling illness. 


Advisory Council 

Spokesmen for the administration have expressed the view that the existence 
of the Advisory Council on Social Security Financing is a sufficient reason for 
avoiding benefit improvements this year. As a member of that Advisory Coun- 
cil, I strongly take issue with this conclusion. The Council, as its name, its 
legislative mandate, and all its activities indicate, is concerned with financing, 
not with benefits. It is not authorized and has not been asked to consider 
whether the system can afford higher benefits or whether higher benefits are 
desirable. 

This Council, like others to be appointed prior to future scheduled increases 
in contribution rates, is established “for the purpose of reviewing the status of 
the Federal old-age and survivors insurance trust fund and of the Federal dis- 
ability insurance trust fund in relation to the long-term commitments of the 
old-age, survivors, and disability insurance program.” There is no evidence that 
the Congress intended to await recommendations from such councils before con- 
sidering benefit improvements. To do so would be to distort the objectives of 
the councils. The present Council will be in at least as good a position to make 
pertinent recommendations on financing if contemplated benefit changes have 
already been enacted, rather than being imminent but undetermined. 

The present Council was not asked to prepare a preliminary report before 
fall, according to my recollection nor according to the official minutes of the 
meetings. If the Secretary had wished earlier action, he could have officially 
requested it or he could have appointed the Council many months earlier. 

Advisory councils broadly representative of different segments of the com- 
munity have in the past played a constructive role in the development of our 
social-security program. In fact, the system was conceived in the group of 
citizens’ advisory councils that were appointed to assist the Committee on Eco- 
nomic Security appointed by President Roosevelt 24 years ago. The tripartite 
advisory councils of 1938, 1947-48, and 1953 made positive recommendations for 
broadening and improving the program, many of which were reflected in the 
amendments adopted by the Congress. 

However, each Congress since the 74th has made some amendments to the 
Social Security Act, and in 1952 and in 1956 Congress made substantial improve- 
ments in the program without calling for suggestions from an advisory coun- 
cil. In 1954, amendments were adopted providing for a higher earnings ceiling 
and benefit improvements, although the 1953 advisory group had been consutled 
only on coverage. 

The suggestion that no action be taken until the Council reports distorts the 
purpose of advisory councils. In the past, they have made recommendations 
for improvements in the program. Now the existence of an advisory council 
is offered as a reason for delaying improvements. In our opinion, neither the 
existence of the Advisory Council on Financing nor past precedents justify 
delay in improving the program. 


PROVISIONS FOR FINANCING 


The bill contains two major provisions for improving the financial structure 
of the social-security system. The first raises the limit on annual taxable earn- 
ings from $4,200 to $4,800. The second increases the rate of contributions and 
steps up the schedule of future rate increases. The increase in revenue resulting 
from these provisions is calculated to be sufficient to pay for all the improvements 
in benefits and to reduce the reported long-term, actuarial deficit. 

When this measure was reported to the House, AFL-CIO President George 
Meany made public a statement which included the following expression of sup- 
port of the financing provisions: 

“Organized labor has consistently supported the sound, long-term financing of 
the social-security system. We know that improved benefits require higher con- 
tributions. We don’t believe in raiding the trust fund for an immediate ad- 
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vantage to those now retired, or soon to retire, as the difference would have to 
be made up in future years. If the social-security system now shows an actuarial] 
deficit, the workers of this country stand ready, as they always have, to pay 
their share of the cost of the deficit, as well as the cost of the improved benefits,” 


IMPROVEMENTS IN PUBLIC ASSISTANCE 


The recession has increased substantially the number of persons who are 
exhausting their private resources and who must turn to public aid. The rise is 
partly reflected in the official figures. The number of general-assistance cases 
rose by 43 percent from March 1957 to March 1958; 1,310,000 persons received 
general assistance in March as compared with 855,000 the year before. 

Information on problems of needy persons is scattered. The same is true in 
regard to reports on the actual programs of States in the field of general assist- 
ance. So far as we have been able to ascertain, about half of the States, under 
their general-assistance programs, do not ordinarily provide any assistance to 
employable persons or their families. In addition, 16 States make no contribution 
to the financing of general assistance. In some others, State financing is negligible 
in amount. 

States and localities are finding it more and more difficult to provide the funds 
to add new cases or to provide adequate payments to persons accepted. Prices 
have keept rising, especially for food and medical care. In practice, many public- 
assistance agencies find they cannot even make available to their clients the 
minimum budgets which, theoretically, are essential for decent living conditions, 

The following were the average monthly payments in April 1958: 


Old-age assistance________-_- Bi Sue Sel oes oe Se ek, ee a eel 3 . 24 
Aid to dependent children: 
Per family ete Sos aes . ‘ re . 55 
Per recipient . 88 
Aid to the blind . 65 
Aid to permanently and totally disabled ee ze — 
General assistance (per case) owes 61, 12 


These are monthly amounts. Divide them by 4% to get weekly amounts, and 
one finds they range from about $6 (aid to dependent child) to $15 (aid to 
the blind). 

We do not know what other income these people may have—this is one of 
the gaps in information which is partly being overcome by current or projected 
studies. 

The Wall Street Journal on June 4, 1958, contained a first-page story by a 
staff reporter on recent developments under the heading: “Welfare Woe: Slump 
Floods Social Agencies With Work; Inflow of Funds Lags.” Specific cases 
were cited of mounting applications and of decreased donations from which 
to meet essential demands. 

Other reports, too, have described the difficulties of localities in meeting 
growing caseloads and the emotional impact of growing economic uncertainty 
on many families. Spokesmen for welfare administrators have indicated that 
present payments are, often, grossly inadequate. 

We regret that the Eisenhower administration is opposing Federal action 
to broaden public assistance at this time or to adopt changes that would cost 
more money. Coupled with administration opposition to more adequate social 
insurance, this stand reflects deplorable indifference to human needs. The 
aged who cannot buy voluntary health insurance are told that they can turn 
to public assistance but, if they do, available programs and funds will, fre 
quently, prove inadequate. 

Certainly, sufficient evidence is available to show that substantial additional 
funds are required. H. R. 13549 not only authorizes increased amounts for 
grants to States for public assistance, but materially improves the method 
for allocating the grants, taking into account the needs of the various States 
balanced by their ability to pay. 

The proposals of this measure also give the State agencies more latitude in 
meeting the needs of individuals and families by basing the Federal share 
of the cost on the overall average of all cases rather than on the individual case. 

Both of these provisions appear to the AFL-CIO as sound, from the view 
of social need and of efficient administration. 
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IMPROVING THE MATERNAL AND CHILD WELFARE PROGRAMS 


Our labor organizations have for many years supported more generous Federal 
programs of the type administered by the United States Children’s Bureau. 
The AFL-CIO, at its merger convention in 1955, unanimously adopted a resolu- 
tion stating: 

“We urge expansion of the programs providing maternal and child-health 
services and special welfare services for children, including aid to crippled chil- 
dren. We support expansion of research and education in child life which will 
help parents understand better what makes for healthy, happy childhood. 

“The problems of juvenile delinquency can be met better, also, by expanded 
programs to improve procedures for identifying and aiding maladjusted children 
and to handle constructively those who get into trouble with the law. These 
programs should be given full support by our affiliated unions.” 

We fully support the provisions of H. R. 13549 amending title V of the Social 
Security Act so that the United States Children’s Bureau, in cooperation with 
State and local agencies, may expand and improve its services. These changes 
present us an opportunity to invest in the children of our Nation in a manner 
that will increase their future productivity as well as their health. 

The present authorization for maternal and child-health services under part 1 
of title V is $16,500,000. The bill would increase this to $21.5 million. 

We similarly support the rise in the authorization for services for crippled 
children under part 2 from $15 million to $20 million. 

The present authorization for child-welfare services under part 3 is $12 
million. The bill would raise this to $17 million. At present, the use of Fed- 
eral funds for child-welfare services is limited to predominantly rural areas. 
This provision has been useful in extending such services into areas where they 
were most needed. However, 3 out of 5 children in the Nation now live in urban 
areas. Many families have shifted in the last decade from farms and small 
towns to cities where services have not expanded to meet their needs. We, 
therefore, approve the amendment to part 3 to make child-welfare services 
generally available, not only in rural areas but also in urban areas. 

If we are to diminish the load on public assistance and reduce the number of 
low-income families to a minimum, we must afford all children an opportunity to 
grow up with sturdy bodies and a healthy mental approach to life. For those 
who are handicapped by physical or environmental conditions, we must open 
wider the door of opportunity so that they too may share in American prosperity. 


CONCLUSION 


The enactment of H. R. 13549 would provide substantial, immediate improve- 
ment in the economic security of wage earners and their families, to the millions 
who have retired because of age, to the disabled, and to the families with de- 
pendent children. Time is short. Want and hunger will not wait. The im- 
provements contained in this bill are so designed as not to do damage to our 
social insurance system, nor to place disproportionate burdens on workers and in 
the future. More substantial changes in the program, which in our view are 
worthy and practical, must wait for a future Congress. We respectfully urge 


the enactment of this bill now. 
Senator Kerr. The next witness is Esther Peterson, legislative rep- 
resentative, industrial union department, AFL-CIO. 


STATEMENT OF MRS. ESTHER PETERSON, LEGISLATIVE REPRE- 
SENTATIVE, INDUSTRIAL UNION DEPARTMENT; ACCOMPANIED 
BY LEE G. WILLIAMS, LEGISLATIVE CONSULTANT, SOCIAL 


SECURITY DEPARTMENT, AFI-CIO 


Mrs. Pererson. My name is Esther Peterson. I am legislative rep- 
resentative of the industrial union department of the AFL-CIO. 

I have with me Mr. Lee G. Williams, who is consultant to the 
industrial department. 

This autonomous department represents and speaks for 7 million 
industrial workers who are members of the 69 unions affiliated with the 
department. 
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I want to say at this time we concur completely in the testimony 
that has just been presented by Mr. Cruikshank. 

I thank the committee for giving me this opportunity to express the 
views of the industrial union department on the Social Security 
Amendments of 1958 as passed by the House of Representatives. 

Senator Kerr. May I interrupt right there. The difference be. 
tween your viewpoint and that of the Secretary was that although it 
goes too far, he thinks that it is all right to pass it. While, on the other 
hand, you are convinced while it does not go far enough you urge its 
passage ? 

Mrs. Peterson. Correct. You are phrasing it very well. 

Certainly we support H. R. 13549. Although it does not include 
many badly needed Social Security Act improvements, we, neverthe- 
less, sincerely urge the committee to report the bill as promptly as 
it is possible to do so. Were the time not so short, we should plead 
for improvement of the bill. 

We should ask that it be broadened in scope. We should insist, as 
our director, Mr. Albert Whitehouse, insisted before the House Ways 
and Means Committee on June 25 of this year, that: 


There is a need to move forward in the whole area of social security legisla- 
tion * * * The Nation has paused too long in the march toward greater security 


for its citizens. 

But the session is almost over and the help afforded harassed mil- 
lions by H. R. 13549 must not be denied them. The recession is still 
with us. Unemployment and underemployment are still widespread. 
The suffering is real. And enactment of the bill will furnish a meas- 
ure of relief to millions of our senior citizens. 

These millions will be grateful to Congress for the speedy enact- 
ment of H. R. 13549. To deny these millions the gains represented 
in the present bill would be little short of a crime committed against 
those who cannot help themselves. 

We approve the bill’s increases in benefits and earnings base of the 
old age, survivors, and disability insurance program. We approve 
the extensions made in OASDI coverage and the provisions for bene- 
fits for dependents, the financing plan, the public assistance program 
improvements and the increase in maternal and child welfare pro- 
gram financing. All of these aspects of the bill are in line with 
labor’s historical position. 

Everything the bill does, needs to be done—and it needs to be done 
now. But we agree with the Ways and Means Committee: 

Your committee has not been able to recommend benefits at as high a level 
as, in our opion, would be justified if one considered solely the need for this 


protection. The increase of approximately 7 percent provided by the bill is 
actually somwhat short of the rise in the cost of living that has taken place 


since 1954. 

That is in House Report No. 2288, page 2. 

Not since 1954 have the benefit structure and the contribution 
schedule of the old-age and survivors insurance program been revised. 

Senator Kerr. Did not Mr. Myers in response to a question from 
Senator Bennett say that we had a revision in 1956? 

Mrs. Pererson. I think that is correct. May I ask Mr. Williams 
if that is correct ? 

Mr. Wiiu1ams. The rates have not been revised since that time. 

Senator Kerr. They have not? 
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Mr. Wriu1aMs, I think that is a correct statement. 

Senator Kerr. It has not been revised since 1954? 

Mr. Witu1aMs. That is right. 

Senator Kerr. Then—I am sorry he has gone—but the concern he 
had on the basis of the records of its maven been done every 2 years 
is but half as serious as he had contemplated ? 

Mr. Wiu1Ms. It is possible to put that interpretation on it. How- 
ever, there was a change in the Social Security Act but not on these 
two points. That ismy understanding. 

Senator Kerr. Well, maybe it was more than half. 

Mrs. Peterson. H. R. 13549 represents a recognition by the House 
Ways and Means Committee and the House of Representatives itself 
on the validity of the position taken by the industrial union depart- 
ment, the AFL-CIO and others on the need for improvements in the 
OASDI, public assistance and maternal and child welfare programs. 
For this response we are grateful. 

But we shall continue to urge, at each opportunity in the future, 
that there is great need for further improvement in social security. 
We shall continue our earnest advocacy of legislation accomplishing 
permanent improvement of our unemployment insurance system as 
opposed to legislation such as the Temporary Unemployment Com- 
pensation Act adopted this year. 

We shall continue to urge legislation designed to provide hospital- 
ization, nursing and surgical care in old age, legislation which will in 
some measure alleviate the great fear of illness which plagues the 
old person who knows that he cannot pay for the steadily increasing 
cost of medical care. We shall continue to urge abolition of the 
“means” tests and of the residence and citizenship requirements now 
used in several States to deny relief to the needy. 

In brief, we in the industrial union department shall continue our 
efforts toward the achievement of all of those changes in the social 
security program designed to eliminate poverty, want, deprivation 
and needless suffering on the part of our citizens. 

I have made my statement brief. I trust that the committee will 
recognize this brevity as a true reflection of industrial labor’s desire 
to do nothing that will delay the committee in reporting the pending 
bill. We urge prompt enactment of H. R. 13549 as a forward step 
in a humanitarian field. 

After my statement was prepared, my attention was called to the 
fact that though the industrial union department AFL-CIO offered 
testimony before the Subcommittee on Legal and Monetary Affairs, 
House Committee on Government Operations on June 24 of this year 
in support of an exemption of unemployment compensation payments 
from Federal tax levies, that provision should be repeated here. 

The department support section 406 of H. R. 13549 which spells out 
this exemption. 

I thank you for your kindness in letting us come today and I deeply 
hope that your committee will act with the courage and the swiftness 
that the times call for. 

Senator Kerr. Thank you very much, Mrs. Peterson. 

Mrs. Peterson. Thank you. 

a Kerr. Next is Mr. Reuben F. Johnson, National Farmers 
nion. 
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STATEMENT OF REUBEN F. JOHNSON, REPRESENTING THE 
NATIONAL FARMERS UNION 


Mr. Jounson. Mr. Chairman and members of the committee, we 
appreciate the opportunity to appear before the Senate Finance Com- 
mittee for two reasons. First, we welcome the opportunity to express 
our support of the social security program generally and to explain 
our position concerning its expansion on a realistic and practical basis, 
Second, and more importantly, it gives us the opportunity to express 
our gratitude and appreciation for the support the committee has given 
to the program. 

The line of questioning this morning was favorable to us, the ques- 
tioning on the part of the majority of the committee. 

Looking back to the early years in the formulation of the old a 
and survivors insurance program, we recall opposition which has al- 
most completely made the transition over to support of the program, 
In a very real sense, it is a tribute to this committee and its counter- 
part on the House side that the principle of old-age insurance has been 
accepted by almost everybody, even one-time strong opponents. 

We need not remind you that working people in the United States 
have always supported you in this and other programs under the 
Social Security Act and, of course, that has been the strength of the 
position of Farmers Union as our witnesses have appeared before this 
committee on many occasions on various programs authorized under 
the Social Security Act. 

Old age and survivors insurance: While Farmers Union support for 
the OASI program goes back to the time of its inception, its first ap- 
plication to a farm group was as late as 1950. 

Following President Truman’s recommendation of universal cover- 
age in 1949, the 81st Congress extended the old age and survivors in- 
surance program to regularly employed farmworkers. That same 
year levels of OASIT benefits were revised and tax rates adjusted to 
strengthen and preserve the long-standing insurance principle under 
which the program has operated since its inception and which Farm- 
ers Union strongly urges be preserved. It is important that addi- 
tional benefits and expansion of the program be kept on an actuarially 
sound basis. 

In behalf of farm families in the United States, we want to com- 
mend the national and field staff of the Social Security Administra- 
tion for their efforts in explaining to farm families application of the 
OASI program and the long hours they have worked in bringing 
eligible members under the farm program. <A most important aspect 
of their work has been in selling the program. 

We would like to thank, also, others involved in this effort, count 
agricultural agents and so forth who have worked in large part throug 
loca] units of all three of the general farm organizations. 

In order that the committee may have all of the time that it needs, 
to act on H. R. 13549, I respectfully request that my complete state- 
ment appear in the record at the end of my oral remarks. 

Senator Kerr. That will be done. 

Mr. Jonnson. The bill passed by the House does not meet all of 
the specifications we have outlined in our statement. We invite your 
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consideration of our views. We feel, however, that H. R. 13549 does 
move in the direction of improving existing law, and it is on this basis 
that we support it. 

Senator Kerr. Thank you very much, Mr. Johnson. 

(The complete statement referred to is as follows:) 


STATEMENT OF NATIONAL FARMERS UNION RE EXPANSION oF SocraL Security 
BENEFITS 


Mr. Chairman and members of the committee, we appreciate the opportunity 
to appear before the Senate Finance Committee for two reasons. First, we 
welcome the opportunity to express our support of the social security program 
generally and to explain our position concerning its expansion on a realistic and 
practical basis. Second, and more importantly, it gives us the opportunity to 
express our gratitude and appreciation for the support the committee has given 
to the program. 

Looking back to the early years in the formulation of the old-age and survivors 
insurance program, we recall opposition which has almost completely made the 
transition over to support of the program. In a very real sense, it is a tribute to 
this committee and its counterpart on the House side that the principle of old- 
age insurance has been accepted by almost everybody, even one-time strong 
opponents. We need not remind you that working people in the United States 
have always supported you in this and other programs under the Social Security 
Act and, of course, that has been the strength of the position of Farmers Union 
as our witnesses have appeared before this committee on many occasions on 
various programs authorized under the Social Security Act. 


OLD AGE AND SURVIVORS INSURANCE 


While Farmers Union support for the OASI program goes back to the time of 
its inception, its first application to a farm group was as late as 1950. Following 
President Truman’s recommendation of universal coverage in 1949, the 81st 
Congress extended the old-age and survivors insurance program to regularly 
employed farm workers. That same year levels of OASI benefits were revised 
and tax rates adjusted to strengthen and preserve the long-standing insurance 
principle under which the program has operated since its inception and which 
Farmers Union strongly urges be preserved. It is important that additional 
benefits and expansion of the program be kept on an actuarially sound basis. 

The principle was preserved in the extension of the old-age and survivors in- 
surance program to self-employed farmers in 1954 by the 83d Congress. This com- 
mittee approved this extension of the Social Security Act, in spite of opposition 
of a contemporary farm organization which today has moderated its position 
so as only to oppose any further liberalization of old-age and survivors insurance 
benefits. 

We extend to the members of this committee our sincere support and ap- 
preciation for the work it has done to give self-employed farmers and their full- 
time employees some measure of security in their old age. We hope that you 
will continue to be farsighted when it comes to improving and extending this 
worthy program. 

For the record, in behalf of farm families in the United States, we want to 
commend the national and field staff of the Social Security Administration for 
their efforts in explaining to farm families application of the OASI program and 
the long hours they have worked in bringing eligible members of farm families 
under the program. A most important aspect of their work has been in telling 
the story of the program. Included in this effort, also, have been teachers of 
vocational agriculture and county agricultural agents, who have worked in 
large part through local units of all three of the general farm organizations. 


IMPROVE AND EXPAND OASI BENEFITS 


There are so many bills before the committee which improve the OASI pro- 
gram that we have not had time to analyze all of them. Therefore, we shall fore- 
go supporting any specific bills, giving attention instead to the various proposals 
which we support. All of these proposals we believe to be in bills introduced 
either in the Senate or the House of Representatives. 
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1. Surgical and hospitalization benefits 


We urge that, under the insurance principle, the Social Security Act be 
amended so as to provide recipients of OASI benefits, including the disabled 
with hospitalization and surgical benefits. The costs of such services are such 
that our aged and disabled living on OASI benefits are unable to pay for such 
health services. According to a publication of the Labor Department, Medica} 
Care, by Elizabeth A. Langford, the cost of medical care was &5 percent higher 
in December 1956 than 20 years earlier, with two-thirds of the rise having 
occurred in the last 10 years. Over the 20-year period ending in December 1956, 
hospital room rates have increased 265 percent. Moreover, the expenditure per 
family for medical care has increased. According to the Labor Department pub- 
lication referred to above, after adjustment for price increases, the expenditure 
per family for medical care in 1950 was nearly 214 times as much as in 1934-36, 
even though family size was smaller. 

This amendment to the Social Security Act is essential if we are to provide 
necessary health services to our aged and disabled. Having made important 
medical advances through research, we must provide for their practical use in 
ministering to those who need them the most. 


2. Penalty on earnings 


We believe that the present limit on earnings for recipients of OASI should 
be lifted from $1,200 to $1,800 before any penalty on OASI benefits is inflicted, 
and urge the committee to approve such an amendment. 


3. Increase OASI benefits 


We recommend an increase in OASI benefits for all persons covered, with the 
largest percentage increases in the smallest payments. As a minimum, we urge 
increases as follows: 

Smallest payment, now $30, increased to $35. 

vargest payment (single person) now $108.50, up to $121. 

Largest payment (married couple) now $162.75, up to $181.05. 

As a first priority, we favor committee action to increase OASI payments. 
When this is accomplished, we shall also support increasing the wage base from 
its present $4,200 annually to $7,000 annually. 


4. Full OASI benefits for women at age 62 


Women now must take reduced benefits if they apply at age 62. We urge that 
the committee approve an amendment making possible full benefits at that age. 


5. Computing OASI benefits for farmers 


Under the Social Security Act, as amended, farmers are permitted to exclude 
5 years of lowest earnings. However, with coverage beginning January 1, 1955, 
a farmer retiring this year, for example, has only 3 years of earnings on which 
to compute his OASI benefits. The Social Security Administration has permitted 
dropping 1 of the 3 years, the lowest, and has computed OASI benefits on the 
remaining 2 years. As farmers become covered for periods in excess of 5 years, 
this provision of present law will operate satisfactorily. But farmers retiring 
after 3 years of coverage, and prior to the time when the present provision of law 
will apply fairly, will continue to be penalized in computing OASI benefits. 

To correct the inequity we urge that the committee approve an amendment to 
give farmers the same basis for calculating OASI benefits as others covered. 
Specifically, we urge that you provide that farmers be forgiven their 5 years of 
lowest earnings, allowing them to go as far back as 1950 in establishing their 
base for computing OASI benefits. 

Farmers’ total net income has dropped from $16 billion in 1951 to $12.1 bil- 
lion in 1957, or 25 percent. Per family incomes, in 1957 dollars, have dropped 
from $3,097 to $2,490 over the same period, a reduction of 20 percent. These 
figures indicate the extent to which farmers are penalized in computing OASI 
benefits. We urge that you take action to correct the inequity that continues 
to arise out of using aS a base, years in which farmers had sharply lower in- 
comes, due to the Eisenhower-Benson sliding scale. 

6. Remove age limitation on disability benefits 

We do not believe that there should be any age limit on disability benefits pro- 

vided for eligible persons under the insurance principle of the OASI program. 


We believe, in this connection, that provisions of existing law covering benefits 
to dependents of disabled persons should be amended to provide that benefits be 
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pased on number of dependents and that such additional benefits be paid at the 
time of disability of the head of the family. 

In keeping with our support of maintaining the old age and survivors in- 
surance program on an actuarially sound basis, we support increases in in- 
dividual and employer payments commensurate with the expansion of benefits. 

The ultimate solution of economic problems of farm families and in providing 
a secure old age is the achievement of an income that will allow them to par- 
ticipate fully in the OASI program and which, in addition, will permit adequate 
private savings and investment. The decline in farm income in recent years 
has been reflected, for example, in farmers’ purchases of insurance. Farm peo- 
ple constituted 13.8 percent of the population in 1955, but then purchased only 
2 percent of the life-insurance policies sold. While in the United States as a 
whole some 70 percent of the citizenry is covered by life insurance, only about 
50 percent of the farm population is covered. In Iowa, a recent survey showed 
that 25 percent of the farm families queried possessed no life insurance and 22.5 
percent were covered by less than $2,000. Until farm income permits an ex- 
penditure of $250 or more per year for life insurance providing endowment at 
maturity and covering the working years of the family concerned, there is no 
hope of any appreciable contribution toward solving the problem of security 
past retirement age by family effort alone. Thus the need for adequate OASI 
penefits is of great urgency for farm families. The survivor benefits provided 
in the event of the death of the family bread winner are an important part of 
the OASI program. 

The average age of farm operators in the United States is 49.6. It has in- 
creased rapidly in recent years, and as a result, the need of farm people for 
an improved expanded OASI program has become more and more compelling. 

Farmers retiring under the OASI program are finding it difficult to live on 
the benefits derived from this program. In many instances private savings, if 
any, have been exhausted in educating children and in getting through recent 
lean years since 1951, when, as we have indicated, farm income dropped one- 
fourth. 

There continues to be the problem, also, of the increasing cost of living with- 
out commensurate increases in the OASI benefits. We urge that the committee 
request appropriate agencies to study this situation and make recommendations 
for the solution of the problem. It is becoming increasingly clear that there 
is a need for legislation to provide for automatic changes in OASI benefits and 
tax rates, to be made on up and down shifts in the cost of living. Such a study, 
however, should not interfere with the proposals we have made for improv- 
ing and expanding the OASI program which you are already considering as a 
result of the many bills before the committee. 


UNEMPLOYMENT 


Farmers Union strongly supports establishment of Federal programs to help 
develop solutions to unemployment in cities and urban areas. Just as is the 
case with farm families, the OASI program does not help those in cities who 
eannot make the best use of it. Broadening the economic opportunities of citi- 
zens in chronically depressed urban industrial and mining areas must come be- 
fore the fullest benefits of the OASI program can be realized. 

Farmers Union believes that the interests of farmers and working people in 
cities are closely interrelated and we support legislation to maintain fully ade- 
quate purchasing power among workers during periods of unemployment. 


TITLES I, IV, V, X, OF SOCIAL SECURITY ACT 


Respecting the above titles, Farmers Union is fully in support of Federal par- 
ticipation in the grant-in-aid public assistance programs carried on with the 
States. We urge additional Federal contributions to the States for expanding 
the benefits to recipients of this assistance. Farmers Union supports additional 
dollar benefits for these programs whose beneficiaries have too little purchasing 
power in many instances to buy the bare necessities of life. 

There is an immediate urgency for increasing old-age benefits. 

Moreover, we support the institution of a food stamp plan under which those 
declared eligible by appropriate State agencies and the Federal agency ad- 
ministering the program would be assured an adequate diet. Such legislation 
was recently reported by the House Agriculture Committee. The main hindrance 
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to such a program for recipients of public assistance and other needy persons 
continues to be the opposition of the administration. We urge members of this 
committee to support the Sullivan bill reported by the House Agriculture Com- 


mittee and to support similar legislation introduced this side of the Congress 
in the interest of consumers. 


Farmers’ interests will not be directly affected by such a program. But, in 
effect, its enactment will permit stepping up food consumption among the needy 
persons in the United States and, to the extent it does provide an additional] 
outlet for farmers’ produce, farmers’ interests will be served. We feel that the 


interest of needy persons is the justification for the program and our support 
is based on such need. 


We believe also that the operation of the food stamp plan through existing 
channels of trade (processor, wholesale, and retail) will have a stimulating ef- 
fect upon the economy in this period of recession. 

I appreciate the opportunity to appear before the committee and pledge sup- 
port of the Farmers Union for improvement in and expansion of benefits under 
the entire program encompassed by the Social Security Act, as amended. 


Senator Kerr. Mr. Townsend. 


STATEMENT OF ROBERT C. TOWNSEND, TREASURER, THE TOWN. 


SEND PLAN FOR NATIONAL INSURANCE, ACCOMPANIED BY JOHN 
DOYLE ELLIOTT, ACTUARY 


Mr. Townsenp. Mr. Chairman, I am Robert C. Townsend, treasurer 
of the Townsend Plan for National Insurance, and my associate this 
afternoon is Mr. John Doyle Elliott, actuary. 

I speak today on behalf of that segment of our population which 
is most vitally concerned and most directly touched by the legislation 
this committee now has under consideration. I refer to our senior 
citizens, many of whom are affiliated with the organization I have the 
honor of representing. 

My purpose is to urge this committee to view, if it can, this whole 
matter of social security through the eyes of the people most inti- 
mately affected, and I think you will agree that co include first 
and foremost those already retired and the substantial number who 
plan retirement in the near or immediate future. 

I think, gentlemen, that on the whole these people take a somewhat 
dimmer view of H. R. 13549, the recently passed House bill, than 
do others for whom retirement is a vague and far-in-the-future 
prospect. : . 

The matter of the modest increase in benefits is a case in point. 
Perhaps some economists and statisticians honestly regard a 7-percent 
increase with a minimum of $3 as a realistic, and even rather generous, 
concession to the retired aged. 

But let us appraise matters from the viewpoint of the recipient. If 
he is given the minimum, he will find himself with exactly 10 cents 
a day more than he now has. His weekly increase will amount to 70 
cents. Yet you and I know that 10 cents is about half the amount 
needed to buy a loaf of bread, and a housewife would be hard put to 
serve even an economy dinner for as little as 70 cents. 

The point is abundantly clear. The benefit increases contemplated 
in H. R. 13549 are paaend. They add virtually nothing to either the 

urchasing power or the well-being of the retired men and women who, 
in too many instances, have no source of income other than their 
meager social-security checks. rn 

We do not deny that there are some merits in the House bill. Cer- 
tainly, the clauses which liberalize benefits for orphans are to be 
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applauded. The provision to increase from $80 to $100 the monthly 
amount which would occasion the loss of a benefit is long overdue, and 
should be approved. The increase in family benefits represents a 
progressive step. ‘The House deserves full credit for incorporating 
these features, and I am sure I speak for the majority of our older 
people when I say that they will thank the Senate, too, for insisting 
upon these desirable improvements. 

But these are minor matters, and, in a sense, it is fruitless to praise 
a small part of a bill without considering the whole. The whole, 
gentlemen—the bill taken as a whole—is poor legislation. 

Two basic changes are ignored in H. R. 13549. 

One concerns the increase in benefits, which I already have touched 
upon. I would at this point add only these further observations: 

It seems to me that the elderly voter will find it difficult to reconcile 
his 7-percent increase with the 10-percent increase in civil-service 
salaries and civil-service retirement benefits authorized by the 85th 
Congress. 

Since the latter were represented as cost-of-living adjustments, the 
retired on social security must logically wonder why their adjust- 
ment should be 3 percent less. The senior citizen must ponder the ob- 
vious fact that the prices he is charged for goods and services are the 
same as the prices charged Government workers. 

Meanwhile, living costs keep rising and social security keeps lagging, 
and, as a result, the typical beneficiary today is no better off than he 
was in the earliest days of the system, when the benefits were low but 
the dollar was substantial. 

I repeat, gentlemen; try to look at this through the eyes of the aged. 
The totally inadequate benefit increase proposed in this bill can do 
no more than perpetuate a subsistence level that borders on actual 
poverty. 

From a realistic standpoint, benefits should be increased 100 percent. 
Perhaps you would regard this as politically unacceptable at this time, 
and perhaps it is. But political considerations don’t change the eco- 
nomic facts of life. Somewhere between 7 and 100 percent there must 
be a compromise that makes economic sense, and I suggest the figure 
is a whole lot closer to 100 than it is to 7. 

I appeal to the conscience of this Congress. How in Heaven’s name 
can you increase benefits by 10 cents a day and expect the people to 
believe you have legislated in their interests? Youcan’t. I am sure 
that every person in this room knows you can’t. 

And how can the Congress explain away the almost total disregard 
shown the nearly 2,500,000 persons dependent upon the old-age-assist- 
ance program? With its right hand, H. R. 13549 increases Federal 
participation in the grants-in-aid program, and, thus, would seem to 
improve the lot of age-aid recipients. But, with its left hand, it takes 
away the $6-per-month direct Federal allowance for medical care. As 
a result, an old-age-assistance recipient who is taken ill will be no 
better off than before. 

The second basic change ignored in H. R. 13549 concerns financing, 
and it is to this most vital matter that I propose to devote myself in 
the remainder of my statement. 

Every 2 years for the past decade, the Congress has had to patch 
up the social-security system. And why? Because, from the very 
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start, its method of financing was faulty. Now we are beginning to 
reap the whirlwind. 

This significant sentence appears on page 2 of House Report 
No. 2288, 85th Congress, 2nd session (this is the report of the Com- 
mittee on Ways and Means which accompanied H. R, 13549) : 

The latest long-range cost estimates prepared by the Chief Actuary of the 
Social Security Administration show that the old-age and survivors insurance 
part of the program (as distinct from the disability part) is further out of 
actuarial balance than your committee considers it prudent for the program 
to be. 

Earlier this summer, the Social Security Administration predicted 
a 5-year period during which benefits would exceed outgo and the 
trust fund would be diminished. 

Before that, the Administration was forced to concede publicly 
that, because of gross miscalculations regarding the number of women 
who would claim benefits at ages earlier than 65, the number of 
farmers who would apply, and the amount of money that could be 
expected in the form of payroll taxes, social-security finances were 
running out of balance. 

And, before that, the Department of Health, Education, and Wel- 
fare warned the Congress that it could not establish a minimum 
monthly benefit of even as little as $75 a month without imposing 
a back-breaking tax burden on the wage and salary earner. 

These are only a few of the most recent symptoms of a sick financial 
system. I think it is fair to say that, if the financial system had been 
sound in the first place, 90 percent of social security’s troubles would 
not have arisen. 

The Congress has never squarely faced up to the problem. Instead, 
it has contented itself with patchwork revision every 2 years. What 
is more, it has deliberately swept the problem under the rug by 
saying, “Well, we’ll raise the taxes next year, or 10 years hence.” I 
suppose this has been politically palatable. But it hasn’t solved any 
problems. If it had, we wouldn’t be here every other year trying 
to solve them all over again. 

Here is an example of what I mean: 

It is now proposed that social-security taxes be increased to 214 
percent on worker and employer alike beginning in 1959. This 
combined tax rate of 5 percent would be increased to 6 percent in 
1960, to 7 percent in 1963, to 8 percent in 1966, and to 9 percent in 1969. 

(It is optimistically proposed that the 9-percent rates would be 
in operation not only in 1969 but “and thereafter.” Surely, we cannot 
be so naive, considering our past experience with social security, to 
believe that the increases will stop at 9 percent.) 

But where is the logic in these future calculations? 

In other words, if it is desirable to impose a total tax rate of 9 
percent in 1969, then why isn’t it desirable to impose the rate next 
year, in 1959 ? 

What do we think is going to happen in 10 years to justify the 
change in rate? Why will it be good then, but bad now? Is there any 
evidence to suggest that wage earner 10 years hence will be more 
willing, or better able, to pay the higher rate? Of course not. 
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Do we think the people of 1969 are likely to be more deserving of 
higher benefits than the people who are now retired? The notion is 
preposterous. 

Why. then, do we propose such a schedule of graduated tax in- 
creases? Is it not, in all honesty, because we are politically fearful? 
Haven’t we taken the easy and the morally dishonest way out? 
Haven’t we deliberately contrived a scheme to dull the worker’s re- 
sistance to taxes by sneaking up on him with a percentage point here, 
a percentage point there, camouflaged by the passing of time? Of 
course we have. 

Make no mistake, gentlemen, I certainly do not propose that we 
increase the tax rate to 9 percent at once, and neither does the or- 
ganization I represent. My tongue-in-cheek observation has a pur- 
pose, nonetheless. It is to raise the question: If the people who are 
wedded to social security believe in their system, then why don’t they 
play the game fairly ? 

But, even if they did play fairly, they would, I believe, be doomed 
to failure. 

By now it should be clear to economists and statesmen alike that 
social security, as it is financially constituted, has gone just about as 
far as it can. If we cannot pay even a $75 minimum without intol- 
erable taxes—and the social-security experts say we cannot—then we 
do not have a social-security system worthy of the name. 

The heart of social-security financing is, of course, the tax on 
payrolls. That is precisely where the difficulty lies. The supply of 
money subject to taxation just isn’t large enough. It is all very well 
to seek additional revenue by broadening the base from $4,200 to 
$4,800 a year. But the base has been broadened before. And what is 
the next step—$6,000? It already has been seriously proposed. Sup- 
pose it did go to $6,000, or even higher. The result would be that 
only the very highest paid workers would become eligible for maxi- 
mum benefits, and social security would become a mockery by con- 
verting itself into a pensions-for-the-rich scheme. 

I submit that increasing the proportion of the payroll subject to 
taxation isa poor solution. We must look elsewhere. 

Our organization has legislation pending in the 85th Congress 
(H. R. 7086, by Mr. Blatnik) which would, among other things, finance 
Federal retirement benefits from the proceeds of a tax levied against 
the gross income of business and industry, and, with appropriate 
exemptions, the gross income of individuals. 

The superiority of such a tax over the payroll method is immedi- 
ately apparent. By applying a very low tax against the vast wealth 
represented by gross income, a tremendous revenue potential is pos- 
sible. A gross tax of about 2 percent would produce more than a 
payroll tax of, say, 20 percent. 

We can afford 2 percent. We cannot afford 20 percent. 

Tf I can succeed in leaving you with just one thought, I shall feel 
that my visit here has been emiriently rewarding. And this is it: 

The great, all-pervading problem in social security is financing. 
As long as we cling to the payroll tax method we will perforce have 
to pay inadequate benefits, and they will come at a high price. If we 





208 SOCIAL SECURITY 


convert to a gross income base, we can pay decent benefits at an ex- 
tremely low rate of tax. 


_L urge this committee to devote deep and sober thought to the finan- 
cial aspects of social security. Once we have solved that problem, 
the greater part of our mission will have been accomplished. 


; deeply appreciate your courtesy in allowing me to appear here 
today. 


Thank you. 
Senator Lone (presiding). Thank you, Mr. Townsend. 
_Mr. Townsenp. I have, Mr. Chairman, quite a voluminous statis- 
tical report concerning our legislation which I should like to intro- 
duce to the committee for the record. 


Senator Lona. Is that it? 
Mr. Townsenp. Yes. 


Senator Lone. That will be included with your statement in the 
record. 


(The documents referred to are as follows:) 


STATISTICAL COMPARISON—DECLINING Economic PosITION oF THE AGED UNDER 
OASI AnD ELIMINATION OF THEIR Economic INFERIORITY THROUGH H. R. 7086 


(Prepared by the Townsend legislative bureau, research department, Townsend 
Plan, Inc., Washington, D. C.) 


The failure of OASI to better the economic position of the retired people in 
the United States—along with the statistical picture of ways and means other 
than those employed under OASI which are capable of eliminating the economic 
inferiority of the aged—is the very crux of the social security problem. This 
comparison is the purpose of this paper. 

Social security is not just a program. It is a vital objective in the lives of 
all Americans. They have not achieved fulfillment of this objective because we 
have not yet achieved a truly adequate program. We seek a social security 
program that will take into full consideration the demonstrated ability of people 
to provide certain resources for themselves. These resources, in conjunction 
with an adequate program, should add up to a total of economic resources ade- 
quate to maintain a condition of social security in the full sense in which we 
visualize it. 

The great majority of people in the old-age bracket experience a drastic and 
progressive decline in their standards of living—this is the main and permanent 
factor in the problem of social security. Less permanent are the factors other 
than old age. Disability, for example, through medical advances, can be 
expected to reduce its incidence in the future. But longevity is the permanent 
factor. 

Anybody aware of the economic facts of these times must recognize that while 
a relatively few people can reach old age with resources sufficient for up-to-date 
living, the very great majority of the American people cannot do so. If this 
were not true, then Congress would not be concerned with social security in 
the first place. Today, private resources (resources other than those provided 
by the Social Security Act in the form of old-age benefits) provide our 65-and- 
over population with less than half the basic, average income enjoyed by the 
younger, fully adult population, those aged 25 through 64. 

This does not constitute a condition of living which can be termed social 
security. 

The present programs, under the Social Security Act, have clearly failed to 
better this condition. 

Let us examine the exact facts about the comparative income-position of our 
65-and-over population as revealed by the annual surveys on consumer income 
distribution, by the Bureau of the Census. The following tabulation emphati- 
cally sets forth these facts which constitute the reasons for this legislation. 
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Population increases in adult age groups, United States, 1947 through 1956— 
Income position of aged, 1947 through 1956 


Increases in numbers of persons 


| 7 
1947 1956 Percent 
increase 
—|- 
| 





| 52,459,000 | 56, 591, 000 
| 54,953,000 | 61, 304, 000 
| 107,412,000 | 117, 895, 000 


= — = 


47, 403,000 | 50, 014, 000 
49, 368,000 | 53, 588, 000 


96, 771, 000 


103, 602, 000 
35, 578,000 | 38, 905, 000 | 
36, 919, 000 41, 205, 000 





a 
72, 497,000 | 80, 110, 000 | 


5, 056, 000 | 6, 577, 000 
5, 585, 000 | 7, 716, 000 | 


10, 641, 000 | 


14, 293, 000 | 








Share of money income by persons 65 and over: 


1947 


2 Social Security Bulletin, February 1954, article by Jacob Fisher. 


_ Sources: Census Bureau, Current Population Reports, Series P-60, No. 5, table 15; 
No. 27, table 18. 


Our elderly population is increasing over three times as rapidly as the rest 
of our adult population. The income-share of the aged group remains static. 
Since the whole group receives the same total share of income, the economic 
position of the average member of the group continuously declines. 

The part of the income of the aged which is made up of social security bene- 
fits increased from 13.9 percent in 1947 to 30.9 percent in 1956. Conversely, the 
part of their income made up from other resources declined from about 86 per- 
cent in 1947 to about 69 percent in 1956.* The ability of most Americans to 
finance their old age through other means than our Federal social security law 
is shrinking fast and steadily. Our present social security program has failed, 
not only to better the economic position of our people in old age, but it has even 
failed to compensate for the constantly shrinking ability of the people otherwise 
to provide for their old age. These are the facts. Drastic action on social 
security legislation must be taken. 

Analysis of table 18. Current Population Reports, Consumer Income, Series 
P-60, No. 27, shows that in 1956 the people in the United States aged 65 and 
over received an aggregate money-income of $20,255,632,000. 

The Social Security Bulletin, March 1957, shows that this segment of the popu- 
lation received $4,488,973,000 in benefits under title II of the Social Security 
Act (see table 7). Table 10 of the same issue shows that they received the sum 
of $1,676,374,000 in benefits under title I. Thus, they received a total of $6,165,- 
847,000 in old-age benefits from the Social Security Act. 

Subtracting these old-age benefits from the aggregate of money-income the aged 
received, there remains $14,090,285,000 from other sources. 


2Social Security Bulletin, Annual Statistical Supplement, 1955, and Social Security 
Bulletin, April 1957. 
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At the average benefit-rate of $140 per month—and assuming as many as 12 
million full beneficiaries aged 65 and over under H. R. 7086—they would 
have received about $21 billion in benefits under this bill. This would haye 
brought their aggregate of money-income up to about $35 billion in 1956, ag a 
total group. 

In order to have been on full parity with the adult group aged 25 through 64, 
they would have needed about $40 billion, in 1956. 

Thus, H. R. 7086 would have placed the aged, as a group, reasonably near to 
the income-standards enjoyed by the rest of the fully adult population—and, at 
the same time, since virtually no person among them would have had less than 
the benefit under H. R. 7086, poverty among this part of our people would have 
been nonexistent. 

Mr. Chairman, that is specifically what H. R. 7086 is designed to accomplish, 
It provides the ways and means of accomplishing it. The present system makes 
no progress toward bettering the relative-income position of the aged. We fee] 
it is no longer a matter of serious debate—in view of the facts available today— 
as to whether it can be done. Rather, it is a matter of whether the Congress 
actually intends to provide decent standards of living for Americans in the latter 
years of their lives. 

Mr. Chairman, accompanying this presentation, I submit the memorandum 
of analysis of H. R. 7086 entitled ‘““Explanation of Estimates of Monthly Benefits 
Available Under H. R. 7086, and Description of Data on Which Estimates Are 
Based,” for the committee’s reference and study. 


EXPLANATION OF ESTIMATES OF MONTHLY BENEFITS AVAILABLE UNDER H. R. 
7086, AND DESCRIPTION OF DATA ON WHICH ESTIMATES ARE BASED 


H. R. 7086 (the Townsend plan bill) proposes that its benefits be financed by 
a tax on the gross receipts (gross income) “of all persons and companies, except 
that all personal gross incomes up to $250 per month shall be exempt.” Because 
this tax base is so extremely broad, it would permit a low tax rate and, at the 
same time, a revenue yield high enough to carry out the purposes of the Dill. 
This yield would closely reflect the status of the Nation’s economy at any given 
time, automatically compensating for variations in both the cost of living and in 
prevailing standards of living. 

It would be a simple matter to add up the gross receipts of all persons and 
companies—if such data were available. Most existing reports, however, deal 
with net rather than gross receipts, and those reports that do exist concerning 
gross receipts (gross income) tend to be rather fragmentary. For example, while 
the Census Bureau’s Census of Business covers retail, wholesale and service 
businesses in the United States, it does not include all businesses; and there 
are gaps and overlaps in the data. Thus these reports would provide only a 
minimum estimate of the proposed tax base. 

Therefore, we must look elsewhere. Fortunately, data does exist from which 
a maximum estimate of the tax base can be reached. Enactment of H. R. 7086, 
on the strength of the maximum estimate, would insure that the benefits would 
not exceed the amounts calculated herein. 

This study is, therefore, based on the maximum approach for determining the 
tax base. 


DATA ON WHICH MONTHLY BENEFITS UNDER H. R. 7086 CAN BE CALCULATED 


Total business volume 


For the purposes of this study, the Nation’s volume of business is computed 
from two sets of statistics: 

1. There is the monthly report of “Debits to Deposit Accounts,” prepared by 
the Federal Reserve Board. This figure is the total movement of money in the 
country as represented by so-called checkbook money. It is the total of payments 
made by individuals and companies as reflected by the debits to the bank accounts 
they maintain. While not all of these payments represent “Compensation for 
personal services,” or proceeds from “trades, business, or commerce” or “from 
the sale, transfer, or exchange of property, tangible or intangible, real or per- 
sonal” (the tax base proposed in H. R. 7086)—most “debits” are of this nature. 
When people write checks, they usually do so in order to make a payment of 
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some sort. The exceptions are, in an important degree, the subject of the fol- 
lowing sections of this study. 

2. There is the monthly Federal Reserve Bulletin report showing the amount 
of United States currency in circulation (that is, outside the Federal Reserve 
banks and the U. S. Treasury) as of the last day of each month. We do not 
know exactly how much business is transacted exclusively on a currency-pay- 
ment basis, but the amount is obviously substantial. However, our studies, based 
on previous extensive studies by Dr. John Donaldson, of George Washington 
University, indicate that five times the amount of currency in circulation is a fair 
judgment of business done with cash annually. Today, total business volume 
amounts to about $2.5 trillion. Five times the amount of currency in circulation 
(presently over $30 billion) would make the currency-paid business volume a 
little over $150 billion, annually, or about 6 percent of the total. 

If we multiplied by 6 instead of 5, the total would be increased by one-fifth of 
6 percent or 1.2 percent. This, in turn, would increase the tax-yield estimate by 
not more than 1.2 percent. For the purposes of this study, we have adopted the 
estimate of 5 times the amount of currency in circulation, plus the total of debits 
to deposit accounts as representing the total business volume annually. 


The tax base 


H. R. 7086, does not propose to use either business turnover or total transac- 
tions as a tax base. It proposes a tax on gross receipts (gross income), received 
as “compensation for personal services,” or as proceeds from trades, businesses, 
or commerce” or “from the sale, transfer or exchange of property, tangible or 
intangible, real or personal.” As a result, the tax base under H. R. 7086 would 
be considerably smaller than the theoretical figure for total business turnover. 

Following is a study of the deductions from total business volume that are es- 
sential to arrive at an estimate of the yield under the proposed tax. 

It is important to bear in mind that the object of this study is to estimatie 
the tax base on the basis of the maximum approach. 


DEDUCTIONS FROM TOTAL BUSINESS VOLUME 

I. Tazres 

(A) Federal revenue would not, of course, be subject to the tax under H. R. 
7086. In 1957, total Federal receipts from the public were $82.1 billion—as 
reported by the Federal Reserve Bulletin for February 1958, page 170; in 1956 
they were $77.1 billion; in 1955 they were $67.8 billion. Since the defense pro- 
gram implies a continued high level of spending, it is reasonable to expect no 
significant lessening of this figure. The figure of $82 billion is, therefore, 
deducted from total business volume to arrive at the tax base under H. R. 7086. 

(B) State and local revenue: The Department of Commerce, in the July 1957 
issue of the Survey of Current Business, page 13, table 8, shows that in 1956 
State and local receipts totaled $34.1 billion; in 1955 $31.7 billion; in 1954 $29.1 
billion. Therefore, while 1957 reports are not yet released, we adopt a figure 
of $35 billion to represent State and local governments’ receipts—which would 
not be taxable under H. R. 7086. 

This gives us a deductible figure for 1957 of $117 billion. 


II. Exemptions 


Section 214 of H. R. 7086 provides that the tax shall apply to the gross receipts 
of all persons and companies, except that the first $250 monthly of personal 
gross income shall be exempt. Analysis of table 18, Current Population Reports, 
series P-60, No. 27, presenting 1956 data on the distribution of persons by age 
and sex and money income (the latest survey reported), shows that personal 
money income under $3,000 per year ($250 per month) aggregated at least 
$166 billion. Since this figure has been mounting steadily, year by year, hav- 
ing been at about $130 billion in 1950, for example, we adopt the figure of $166 
billion for the purposes of this study. 

Thus we add a deductible item of $166 billion. 

Notre.—The proposed tax rate on gross income under H. R. 7086 is 2 percent. 
If the personal income exemptions were not permitted, a rate of about 1.8 percent 
would yield sufficient revenue to pay the same benefits, approximately, as are 
envisioned under a 2 percent tax including the exemptions. With the lower rate 
and no exemptions, more revenue would be collected in the form of direct taxes 
from persons and a little less in the form of indirect, or price-included tazes. 
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III. Shrinkages 


As used in this study the term “shrinkage” applies only to a lessening in the 
dollar volume of business. It does not refer to shrinkage in the actual produce. 
tion or distribution of goods and services. 

Business, obviously, must accommodate to any new system of taxation. Thus, 
under the tax proposed in H. R. 7086, more producers would be prone to enter 
into agency contracts with their dealers instead of selling outright title to their 
products. In such cases, the values of agents’ commissions would become the 
measure of their gross receipts instead of the total price charged their customers, 
To approach the true base of the proposed tax, such shrinkage must be regarded 
as a deductible item. 

Economists Dr. John Donaldson of George Washington University in 1943 
and 1944 and Dr. Harry Moorehouse of the University of Georgia in 1946, 
concluded that shrinkages due to business accommodation to the proposed tax 
would have amounted to about $40 billion annually in 1942 and 1943. Projecting 
this estimate to the business levels of 1957, this item conservatively becomes 
at least $100 billion annually. 

(It must be kept in mind that shrinkage represents an intangible item, es- 
pecially in view of the fact that there never has been a tax on national gross 
receipts. ) 

Although shrinkage is represented in this study as a factor, it is not absolutely 
certain that the operation of this tax would occasion these lessenings of business 
volume. However, shrinkages are probable under a national tax and their 
probable effects must be considered. 

If we ignored shrinkage entirely, the maximum nature of the resulting esti- 
mate of the tax base would be beyond challenge. With total business volume 
running at about $2.5 trillion in 1957, it is obvious that the $100 billion figure 
adopted to represent shrinkage in this study amounts to only about 4 percent of 
the total—so that including it or excluding it would alter the resulting estimates 
by only that amount. The fact that some 25 years of experience under precisely 
such a tax in the limited scope of one State’s business, namely, in Indiana, has 
found no significant effect due to such shrinkage, indicates clearly that it is not 
an effect which would become such as to alter needed tax rates in any radically 
large way. Deductible item, $100 billion. 


IV. Loans, investment-capital and transfers 


Under H. R. 7086, the principal of loans and their repayment of the principal, 
capital invested, and recovery of the invested capital would not be subject to 
taxation. Interest, dividends, and capital gains would be. So-called flow 
statistics on the total dollar-volume of loans made and repaid are not available; 
most reports deal mainly with the amounts of loans outstanding. Statistics 
on the amount of new capital invested through securities are available. 

There are no reports which make it possible to measure the dollar volume of 
simple transfers of funds by depositors from one account to another as a matter 
of business convenience. Appendix A of this study includes sufficient flow data 
to show that the minimum allowance we can make reasonably to represent these 
factors is $206 billion annually as of 1957. 


V. Miscellaneous 


There are numerous other receipts that would not be taxable under H. R. 
7086, but they are not so reported that they can be segregated and measured. 
For example, there are sums paid as insurance claims and the receipts of non- 
profit organizations and trust funds which would be exempt. In 1956, employers 
alone paid some $5.7 billion into private pension and welfare funds, to say 
nothing of employees’ contributions and the issue by such funds of nontaxable 
benefit payments. (See Survey of Current Business, July 1957, p. 22, table 34.) 
These additional items indicate even more forcibly the maximum nature of the 
estimates in this study. 

All things considered, under the tax proposed in H. R. 7086 the net tax base 
would have been at least $589 billion less, in 1957, than the total of debits to 
deposit accounts plus 5 times the amount of currency in circulation. 


CONCLUSION 


For the purpose of measuring the performance of the program advocated by 
H. R. 7086, for the year 1957, this study will employ the figure of $589 billion to 
represent the total of items deductible from the sum of debits to deposit accounts 
plus 5 times the amount of money in circulation. This will provide the estimate 
the next tax base: 
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net £0. COMOMIE BOCUINIE i i dintnd no mntidwlanGobues less 2, 356, 768, 000, 000 
SOR SRONGT. ATi CUROUIR EI as siscins wdissiicmecd tadebsdtice tan teteis eat, 154, 975, 000, 000 

ONG ii cniamnmcaniie teat cineidictddddbede ae. aoe 2, 511, 743, 000, 000 
Subtracting $589,000,000,000, the total of deductible items__._ $1, 922, 743, 000,000 


Since H. R. 7086 provides for operation on a monthly basis—not on an annual 
basis—the annual figure above reduces to an average, monthly figure of $160 
billion—the net operating tax base. Thus, the average monthly revenue at the 
fully matured 2-percent tax rate provided for in H. R. 7086 would have been 
$3.2 billion in 1957. This is the whole fund which the Government would be 
handling on the pay-as-you-go basis underlying H. R. 7086—collecting the money 
monthly and disbursing it monthly in its entirety. 


ADMINISTRATIVE COSTS 


In the calendar year 1957, as set forth in the Social Security Bulletin for 
March 1958, the administrative costs for the old-age and survivors and dis- 
ability insurance program for the year 1957 totaled over $161 million. (See 
table 6.) 

The cost of administration of old-age assistance in 1956, was just over $99 
million. (See Social Security Bulletin, Annual Statistical Supplement 1956, 
tables 88 and 91.) 

The total cost of administering old-age survivors and disability insurance and 
old-age assistance, therefore, is at least $250 million annually. 

It is estimated, for the purposes of this study, that the cost of administering 
the program proposed in H. R. 7086 would, in no case, exceed that of administer- 
ing the above programs, or a maximum of $250 million annually. This would 
amount to considerably less than 1 percent of the revenue provided for by 
H. R. 7086. 

H. R. 7086 proposes the simplest possible program to administer. There would 
be no complex processing of wage and employment records of individuals. There 
would be no need of special personnel to determine the amounts of individual 
benefits, since all recipients would receive equal bnefits; and it would only be 
in respect to specific deductions, not the calculation of the benefits themselves, 
that administrative procedure would become involved. 

Beneficiaries would be required only to show proof of age, retirement, widow- 
hood with responsibility for minors, being orphaned, or disabled—as the case 
might be—to establish eligibility. 

In view of these considerations, it seems clear that the cost of administering 
old-age, widows’, and children’s benefits under H. R. 7086 could not possibly 
be as much as the 1957 cost of administering old-age survivors and disability 
insurance, Due to the simplicity of eligibility requirements and the elimination 
of the present procedures in connection with maintaining lifetime wage and 
employment records of all workers—the reality would be that it would cost 
considerably less. This consideration is all the more attractive when it is 
realized that, under H. R. 7086, far higher benefits would be provided for very 
many more beneficiaries than under the present system. 

In addition to old-age, widows’, and children’s benefits, there would be dis- 
ability benefits under H. R. 7086. As will be shown later, it is estimated that 
there will be between 2 and 2.4 million disabled beneficiaries, 

The cost of administering the disability provisions under H. R. 7086 cannot 
properly be compared to the cost of administering aid to the totally and 
permanently disabled under the present social-security system. The differences 
between the two programs, from the point of view of administrative costs, 
are great. 

A disabled person would have exactly the same benefit under the Townsend 
bill as any other adult beneficiary. This would be a direct, Federal payment 
with no local or State funds and their additional administration being involved, 
as they are involved under the present system of aid to the disabled. 

The complexities of means tests and similar requirements are eliminated 
under the Townsend plan bill. In the present system of public assistance, 
costly investigation of the resources of each applicant is required. Its absence 
under the Townsend bill invalidates any comparison with the cost of administer- 
ing the present program of aid to the disabled. 

The present program of aid to the blind also involves administration of 
Federal, State, and local funds, plus the cost of investigating the resources of 
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each beneficiary, plus periodic verification. Under H. R. 7086, the blind woulg 
be included with the disabled, and State and local funds plus means-test pro- 
cedures would be eliminated. 

For the following reasons, we have assumed, for the purposes of this study, 
that the cost of administering the present program of old-age assistance would 
approximate the cost of administering the disability provisions of H. R. 7086: 

First, the number of beneficiaries under old-age assistance is comparable 
to, although probably a little larger than, the number of disabled beneficiaries 
reasonably to be expected under H. R. 7086. 

Second, while the determination of disability would be required under 
H. R. 7086, determination of the resources or need of recipients would not. 
It is conceded that, in some cases, the determination of disability is more 
involved and costly than investigation of an individual’s resources, but it is 
equally true that many cases of disability are obvious, while “need” must be 
certified in every old-age-assistance case. Thus, the cost of determining dis- 
ability under the Townsend bill and that of determining need under old-age 
assistance must be deemed to be comparable. 

Then there is the fact that old-age assistance requires the administration of 
Federal, State, and local funds, while the Townsend bill requires only the direct 
Federal payment of substantially the same benefit to each beneficiary each 
month. Old-age assistance also requires, in addition to the payment of end- 
lessly varying amounts to individuals, the periodic redetermination or verification 
of the continuance of need—with need and, hence, payments frequently varying 
even in the individual cases. 

When all these factors are considered, it appears perfectly reasonable to use 
the cost of administering old-age assistance as an ample estimate of the cost 
of administering the disability provisions of H. R. 7086. 

For not more than the cost of administering the present programs of insur- 
ance under title II and of title I of the Social Security Act, H. R. 7086 would 
administer benefits averaging more than twice as much for at least twice as 
many people as all present programs put together (old-age assistance, aid to the 
blind, aid to dependent children, aid to the disabled, and title II). 


ESTIMATES OF NUMBER OF BENEFICIARIES 


Although Census Bureau studies of income distribution do not classify the 
population by age in terms of 5-year groups, the reports do deal with such 
broader classifications as persons 55 to 64 and those 65 and over. There are no 
intermediate statistics, for example, on income distribution among people aged 
55 to 59, or 60 to 64. Thus, it is statistically not possible to assess the income 
levels of the group over 60 but not yet 65. 

Census reports show there are about 22 million persons aged 60 and over in 
the United States. In times of high employment, many people, of course, would 
not elect to apply for benefits in their earlier years of eligibility in view of 
opportunities to continue in occupations providing them better incomes than 
they would enioy if they then retired. This would be particularly true of men; 
especially in view of the fact that, under H. R. 7086, wives’ benefits would equal 
and would be in no respect dependent upon their husbands’. For the purposes 
of this study, we estimate that about 16.5 million persons aged 60 and over 
would retire under the provisions of H. R. 7086. Under the provisions of sec- 
tion 206 of H. R. 7086, some persons would not be recipients of full benefits 
because of earnings. The actual number of persons receiving benefits would, 
doubtless, be greater than the above 16.5 million (but, when balanced against 
the number who would, under section 206, be partial beneficiaries, it seems that 
16.5 million full beneficiaries would equal the total of all old-age beneficiaries). 
But it is obvious that the number who would actually be partial beneficiaries 
due to the operation of section 206 of H. R. 7086 would result in all of them 
being the equivalent of the approximately 16.5 million full beneficiaries postu- 
lated above. 

There seems no reason to revise previous estimates of the number of widows 
with dependent children—since this segment of our population does not seem 
to be increasing in any notable degree. Analysis of tables 4 and 5 on pages 12 
and 13 of Current Population Reports, Household and Family Characteristics, 
April 1953, series P—20, No. 53, dated April 11, 1954, shows: 

(1) 1,526,000 families having female heads with children of their own 
under 18 years of age. 
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(2) 1,098,000 families having heads of either sex a hr 
children of their own under 18. z rae tae reer 
(a) 978,000 families with husband and wife both living with heads 
aged 55 through 64 with children of their own under 18. 
(b) Therefore, there are 120,000 single-parent families with heads 
55 through 64 with their own children under 18. 

H. R. 7086 grants female family heads with dependent children benefits until 
these women become 60. At that point, such women would become eligible for 
benefits by reason of age. The number of women family heads past 60 with de- 
pendent minor children must be subtracted from the total figure revealed by 
table 4; namely, 1,526,000. Such persons would receive benefits by reason of re- 
een age rather than by reason of being female family heads with dependent 

ren. 

As noted, there are some 120,000 single-parent families (with heads of both 
sexes), aged 55 through 64, having their own children under 18. The data does 
not distinguish between sexes. However, women are more often left with chil- 
dren than men. We have made the arbitrary assumption that 60 percent of the 
120,000 are women and 40 percent men; 60 percent of 120,000 is 72,000. 

Since the likelihood of childbearing declines as age advances, we can reason- 
ably assume that only about 30 percent of the women aged 55 through 64 having 
children of their own under 18 are over 60; 30 percent percent of 72,000 is 21,600. 
These 21,600 should be subtracted from the 1,526,000 families with female heads 
and dependent children under 18. This leaves 1,504,400. 

Table 5 shows there are 232,000 families having heads (both sexes) aged 65 
and over and having children of their own under 18; that 192,000 are husband- 
wife families. Therefore, there are about 40,000 single parent families among 
them. Assuming 60 percent of these to be women parents, we have 24,000 women 
aged 65 and over who are heads of single-parent families having children of 
their own under 18. 

Since these 24,000 women would be eligible for benefits under H. R. 7086 by 
reason of retirement age, they should be subtracted from the 1,504,000 leaving 
1,480,400, under the age of 60 who would qualify for benefits under H. R. 7086 
as female family heads with dependent children under 18. 

Obviously, many of these women would not elect to receive benefits because 
of gainful employment at good wages and salaries. For the purpose of this 
study, we have assumed that 25 percent of these otherwise eligible women would 
not qualify themselves. This leaves us with a final figure of 1,110,400 women to 
be expected as probable beneficiaries by virtue of being female heads of families 
and having dependent minor children. 

Again, while the operation of section 206 of H. R. 7086 would probably result 
in the number of women on the rolls being larger than the above 1,110,000, yet, 
they should not equal more than many full (as distinguished from partial) 
beneficiaries. 

Although specific data on the disabled are not available, the Annual Report of 
the Federal Security Agency, 1952, on page 30, states: “It is estimated that, 
among our civilian population of working age, approximately 2 million people 
have total disabilities that have lasted more than 6 months. (This figure takes 
no account of the large number of disabled people among the 1.2 million inmates 
of institutions of various kinds.) Among those aged 55 through 64, probably 
every 16th person is totally disabled.” 

Therefore, an estimate of between 2 million and 2.4 million persons seems 
reasonably to indicate the number of disabled beneficiaries to be expected. While 
the operation of section 206 might, theoretically, bring all genuinely disabled peo- 
ple on the rolls, its effect would be to render many of them partial beneficiaries 
as the result of that same provision. In terms of an estimate of total bene- 
ficiaries, therefore, the above 2 million to 2.4 million seems the likelihood. 

Child beneficiaries under H. R. 7086 must be estimated on the basis of, first, 
the above estimate of female heads of families with dependent children and, 
second, the approximate ratio between families involved and the number of 
child beneficiaries under the present programs of insurance and public assist- 
ance. Table 5 of the last (May 1958) issue of the Social Security Bulletin shows 
308,400 mother beneficiaries under OASI and 1,360,000 children. This is a ratio 
of 4.5to1. Table 14 shows there to be 690,000 families involved in aid to depend- 
ent children along with 1,981,000 children. This is a ratio of 3 to 1. 

In the case of the insurance program, it seems obyious that there are children 
eligible for survivors benefits while their mothers may not be. In the case 
of the public assistance program, it is to be realized that the children aided may 
be in families in which needs-test standards preclude aid to the parents. 
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Therefore a ratio of 3.5 to 1 seems to be close to the reality—in terms of the 
number of children, on the average, to be expected per female family head under 
H. R. 7086. This would mean between 3.5 million and 4 million child beneficiaries 
under H. R. 7086. 

Since child beneficiaries would receive one-third of the prevailing adult benefit, 
these child-beneficiaries would add up to between 1 million and 1.3 million ful] 
beneficiaries. 


Summary 
Million 
pmmmnnnn en teehee Se ls al de ot i el 16.5 
Pr Sean he ee i ee oe 2.2 
premenamnne OF CAINNINNR: on bk £4 
Full benefit units via children (times 3 for persons) ~.-.....-..-_________ 1,2 
feenl, cule, onieeery enete i ee ed ces 21.0 


Calculations of benefits 


The following calculation of estimated benefits is based on the foregoing 
analysis. The estimated monthly revenue yield from the 2 percent gross income 
tax proposed in H. R. 7086, minus the estimated cost of administration, is pro- 
rated among the probable number of full benefits. Children’s benefits, of course, 
would be one-third of the resulting figure; and partial benefits due to other 
provisions of the bill, as previously explained, are included as making up the 
total equivalent of about 21 million full benefits. 

The net tax base, $1.9 trillion divided by 12, since the program operates on a 
monthly basis, amounts to $160 billion; 2 percent of $160 billion equals $32 
billion, the average monthly gross revenue. 

Administrative costs, averaging about $21 million monthly, should be sub- 
a from monthly gross revenue, leaving $3.179 billion to be distribluted as 
benefits : 

$3.179 billion divided by 21 million equals an average monthly, full benetit-rate 
of $151 in 1957. 

If the number of beneficiaries be varied, up or down, by 1 million, the resulting 
benefit rate would vary inversely by slightly less than 5 percent. 

If we assumed 20 million full benefits, the resulting rate would be $158 a month. 

If we assume 22 million the benefit rate would be $145 a month. 

If we assume 24 million the benefit rate would be $132 a month. 

It is of the utmost importance to remember that this study is based on the max- 
imum approach as emphasized at the outset. 

It is of equally vital importance to bear in mind that this program would in- 
volve no extensive, over-the-years-and-decades accumulation of funds—but that 
the Government would collect the revenue monthly and disburse it monthly in 
its entirety, with the exception of that insignificant part needed for administra- 
tive expenses. 


APPENDIX A—DATA RELATIVE TO AMOUNTS OF MONEY LOANED IN THE UNITED 
STATES 


I. Value of new construction, 1957 (source: Survey of Current 

Business, Department of Commerce, February 1958, p. 
i ll eee cas Sateen aeienciece $47, 255, 000, 000 

There are no direct, flow statistics on loans in the con- 

struction industry. Therefore, conclusions are a matter 

of judgment. It is clearly an area of business of great 

magnitude which should be represented in this study. 

With no quarrel as to anyone else’s opinion that it should 

be greater or less, it is here assumed that in the total 

course of business procedure in the construction industry 

at least one-half of the total value of the construction 
represents mhoney ‘borrowed. - 22 2 23, 627, 500, 000 

II. New nonfarm mortgages ($20,000 and under), estimated 

total, 1957 (source: Survey of Current Business, Feb- 


SRE, Bee St) ela tien ceenb diab use nodudnace 24, 243, 000, 000 
III. Installment credit extended, 1957 (source: Survey of Cur- 

rent Business, February 1958, p. S-17) --_-_--__________ 42, 433, 000, 000 
IV. New corporate securities issued, 1957 (source: Survey of 

Current Business, February 1958, p. S—19) ---._________ 12, 270, 000, 000 
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Loans, in their effect as part of the total volume of business, are a two-way 
affair, that is, they are not only being made, but they are also being repaid. 
Therefore, in the theoretical long run, double the figure of loans made would 
properly represent the dollar value of loans made and repaid. This would 
double the above total figure, making the factor at least $206 billion to be de 
ducted from total business volume in the course of this study’s approach to the 
tax base proposed in H. R. 7086. 


Senator Lone. Next is Mr. John N. Taylor, National Federation 
of the Blind. 


You may proceed. 


STATEMENT OF JOHN N. TAYLOR, REPRESENTING THE NATIONAL 
FEDERATION OF THE BLIND 


Mr. Taytor. Mr. Chairman, may I first identify myself for the 
record. : 

My name is John Taylor, and I wish to present a summary of a state- 
ment prepared by Dr. Jacobus tenBroek, president of the National 
Federation of the Blind. Unfortunately, Dr. tenBroek was not 
able to be here today, and again unfortunately, neither have the ink 
print copies of the statement arrived. 

I wish, however, to request that the statement be included in the 
record and I will deliver copies to this committee. 

Senator Lone. That will be done. 

Mr. Taytor. H. R. 13549 which is presently before this committee 
provides for a 2-year extension of special legislation previously en- 
oe with respect to aid to the blind programs in Missouri and Penn- 
sylvania. 

We believe that this extension is a step in the right direction, but 
that it does not go nearly far enough. We therefore respectfully 
urge this committee to provide a permanent solution to this problem. 

This can be accomplished by amending the bill to speeds that a 


State plan for aid to the blind may use a more liberal means test 
than that presently in effect without loss of Federal funds and, also, 
without increase in Federal funds. 

The independent parses for aid to the blind in both Missouri and 


Pennsylvania, which have been in operation since before the passage 
of the Federal Social Security Act have been held to be out of con- 
formity with the means test requirements of the Federal act. Only 
by grace of special legislation first enacted in 1950 and subsequently 
extended twice have the two States been permitted temporarily to 
retain their separate public assistance plans. fo iivit ae 

The present expiration date of the special legislation is June 30, 
1959. The expiration date of the extension contained in the bill 
before your committee is June 30, 1961. 

It will be evident that the repeated postponement over nearly a 
decade of any systematic attempt to solve this problem has created a 
dilemma both for the organized blind and for the two States con- 
cerned. Congress has consistently declined to consider a permanent 
solution toward the close of its sessions, and near the expiration of the 
extension periods on the ground of lack of time for proper study. 

On the other hand, Congress has refused to take up the problem at 
an earlier period on the ground of lack of urgency. __ s 

Accordingly, we are constantly in a dilemma. We hope that this 
time vour committee will solve this problem and solve it once and for 


all. 
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Long-range planning of any kind on the part of the States con- 
cerned with respect to their public-assistance programs for the blind 
has been rendered impossible. It should be recognized that when the 
proposed extension of the Missouri-Pennsylvania pecgeene has ex- 
pired, nothing will have been changed, and the States will be no 
closer to a solution of their problem. We believe, therefore, that there 
is no reason whatsoever in terms either of policy or experience to 
grant only a stopgap reprieve to the two States rather than to pro- 
vide a permanent and long-range solution to the public-assistance 
problem which affects their programs of aid to the blind. 

Before describing how such a permanent solution to that problem 
may be implemented in the present bill, let me take a moment to ex- 
plain the nature of the problem itself. 

Under the special legislation which is presently in effect, the Fed- 
eral Government furnishes participating funds only for those blind 
persons who can meet the present rigid requirements of the Federal 
law. 

The remaining eligible blind people of Missouri and Pennsylvania 
receive aid entirely from State funds. 

It is an ironic comment upon the attitude of the Federal adminis- 
trators that the very features of the Pennsylvania-Missouri plans 
which lead to their being held out of conformity with the Federal 
act are exactly those most conducive to fulfillment of the self-care and 
self-support purposes written into the act by the 1956 Social Security 
Amendments. 

The origin of the so-called Missouri-Pennsylvania problem goes 
back to about 1950 when the Federal officials informed the two States 
that they could not receive Federal money for their federally eligible 
blind aid cases if they continued to maintain these wholly State sup- 
ported programs for federally ineligible cases. 

The special legislation passed by Congress in 1950, since twice ex- 
tended and now proposed to be extended again in H. R. 13549 has 
forestalled the enforcement of this Federal decree temporarily. 

We believe that the fairest and most feasible solution to the 
Missouri-Pennsylvania problem is to add a sentence to clause (8) of 
section 1002 (a), title X, of the Social Security Act which would read 
as follows: 


A State plan for aid to the blind shall not be required to meet the require- 
ments of clause (8) if, in lieu thereof, it provides that the State agency in de 
termining need, shall take into consideration less of the other income and re- 
sources of the individual claiming aid to the blind than would be required to 
be considered under clause (8) or shall disregard more than the first $50 per 
month earned income, or that the State agency shall pay a fixed sum to all in- 
dividuals eligible for aid to the blind; but payments under section 1003 shall 
be made in the case of any such plan only with respect to expenditures there- 
under which would be included as expenditures for the purposes of section 1003 
if the plan met the requirements of clause (8). 


This proposal would make possible several positive accomplish- 
ments. It would restore a vital right of the States—the right to make 
their own decision whether or not to establish and support entirely 
from State funds a more liberal program of aid to the blind than the 
Federal Government chooses to allow. 

It would preclude Federal interference with wholly State-supported 
programs for the blind on the ground that they are too liberal, thus 
permitting the States to experiment with various plans and to go as 
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far as they wish beyond the minimum standards of the Social Secu- 
rity Act. 

still more important, the proposed legislation would affirmatively 
carry out the purposes of self-support and rehabilitation which have 
always been held by Congress to be a part of public assistance by en- 
abling more blind persons to make their way off the relief rolls, to put 
their productive years to maximum use and thereby to become more 
useful citizens and contributing members of their community. 

Finally, it should be plainly stated and clearly understood that 
since by the provisions of this measure the Federal Government would 
only provide participating funds for those individuals who would 
qualify under the present strict Federal definition of need, the plan 
could not possibly increase by 1 cent the cost to the Federal Govern- 
ment. 

It would in fact, provide, in time, a real financial benefit to the 
Federal Government through the increased productivity of those per- 
sons stimulated to become self-supporting. 

There are other respects in which H. R. 13549 requires implementa- 
tion. It calls for change in the matching formula providing addi- 
tional Federal money to all States for their blind-aid programs, 

While this is a desirable improvement, a change in the Federal 
formula which makes possible more adequate financial provisions for 
the needy blind is not enough. 

Congress should now take affirmative steps to require the Federal 
officials to carry out and implement the constructive purposes under- 
lying the self-care and self-support amendments enacted by Congress 
in 1956. 

Unfortunately, the clear commitment of Congress to the new con- 
structive purposes of self-support and self-care has not been shared 
by the Department of Health, Education, and Welfare in its adminis- 
tration of public assistance under the amended law. 

In plain fact, these objectives have been permitted to languish or 
have frittered away through deliberate inattention. 

The administration has chosen to interpret the new language of self- 
support and self-care in its very narrowest possible sense as involving 
no more than the provision of certain limited services and accordingly 
it has done nothing to implement the amendments other than share in 
the expense of expanding staffs of State agencies. 

All other devices and forms of implementation which are within 
the purposes and provisions of the law have been rejected or ignored. 

The more important and constructive of such proposals, adoption of 
which would do much to fulfill the self-support purposes of public 
assistance for the blind, are those which would do, (1) provide for an 
increased exemption of earnings for all blind recipients.of aid to the 
blind and, (2) provide that every blind recipient who has a reasonable 
plan for self-support may utilize all his property and resources in the 
process of carrying out that plan. 

Mr. Chairman, in view of the fact that this committee has other 
witnesses, I believe that I would appreciate only the opportunity 
to recommend that the committee seriously consider the written state- 
ment which I will submit to the committee, and allow me to express 
my appreciation and the appreciation of the National Federation of 
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the Blind, and its members throughout the Nation for this opportunity 
to appear at this late date in the session. 

We respectfully urge your serious consideration of our recom- 
mendations, and particularly our recommendations with regard to q 
permanent solution to the Pennsylvania-Missouri problem which has 
plagued us and has required a considerable amount of your effort over 
the last decade. 


Senator Lone. Thank you very much, Mr. Taylor. 
(The prepared statement follows :) 


STATEMENT OF THE NATIONAL FEDERATION OF THE BLIND BEFORE THE COMMITTEE 
ON FINANCE OF THE UNITED States SENATE, AuGUST 8, 1958 


Submitted by Prof. Jacobus tenBroek, president, National Federation of the 
Blind, Berkeley, Calif. 


Mr. Chairman and members of the committee, H. R. 13549, which is presently 
before this committee, provides for a 2-year extension of special legislation 
previously enacted with respect to aid-to-the-blind programs in Missouri and 
Pennsylvania. We believe that this extension is a step in the right direction, but 
that it does not go nearly far enough. We therefore respectfully urge this com- 
mittee to provide a permanent solution to the problem. This can be accomplished 
by amending the biil to provide that a State plan for aid to the blind may use a 
more liberal means test than that presently in effect, without loss of Federal 
funds and, also, without increase in Federal funds. 

The independent programs of aid to the blind in both Missouri and Pennsy]l- 
vania, which have been in operation since before the passage of the Federal 
Social Security Act, have been held to be out of conformity with the means-test 
requirements of the Federal act. Only by grace of special legislation first 
enacted in 1950, and subsequently extended twice, have the two States been per- 
mitted temporarily to retain their separate public-assistance plans. The present 
expiration date of the special legislation is June 30, 1959; the expiration date 
of the extension contained in the bill before your committee is June 30, 1961. 

It will be evident that the repeated postponement over nearly a decade of 
any systematic attempt to solve this problem has created a dilemma for the 
blind, the State legislators and the State welfare departments concerned. Con- 
gress has consistently declined to consider a permanent solution toward the close 
of its sessions, and near the expiration of the extension period, on the ground of 
lack of time for proper study; on the other hand, Congress has refused to take 
up the problem at an earlier period, on the ground of lack of urgency. Accord- 
ingly, we are constantly in a dilemma. We hope that, at this time, your com- 
mittee will solve this dilemma for us. 

Long-range planning of any kind on the part of the States concerned, with re- 
spect to their public-assistance programs for the blind, has been rendered im- 
possible. It should be recognized that when the proposed extension of the Mis- 
souri-Pennsylvania programs has expired, nothing will have been changed and 
the States will be no closer to a solution of their problem. We believe, there- 
fore, that there is no reason whatever, in terms either of policy or experience, 
for Congress to grant only a stopgap reprieve to the two States rather than to 
provide a permanent and long-range solution. 

Before describing how such a permanent solution to the problem may be im- 
plemented in the pending bill, let me take a moment to explain the nature of the 
problem. 

Under the special legislation which is presently in effect, the Federal Gov- 
ernment furnishes participating funds only for those blind persons who can 
meet the rigid requirements of the Federal law. The remaining eligible blind 
people of Missouri and Pennsylvania receive aid entirely from State funds. It 
is an ironic comment upon the attitude of the Federal administrators that the 
very features of the Missouri and Pennsylvania plans which led to their being 
held out of conformity with the Federal Act are exactly those most conducive 
to fulfillment of the self-support and self-care purposes written into the act by the 
1956 Social Security Amendments. The main features of these plans are as 
follows: 
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Missouri has two separate plans of aid to the blind, one of which is financed 
entirely by State money and provides for those blind individuals who meet the 
eligibility requirements of the State law but do not meet the stricter require- 
ments of the Federal law. The other Missouri plan is supported by both Fed- 
eral and State participating funds and covers only those individuals who qualify 
according to the restrictive Federal definition of need. Unlike Missouri, Penn- 
sylvania has a single plan of aid to the blind, but those recipients who are eligible 
for Federal assistance and those who are ineligible are separated as a bookkeep- 
ing transaction. In both States a fixed uniform grant of $60 per month is paid 
to each blind recipient, as opposed to the variable individual payments under 
the Federal law. In both States, also, exemptions of earnings and property are 
more liberal than under the Federal statute: In Missouri a blind person may earn 
up to $175 per month, and in Pennsylvania up to $148.33, while remaining eligi- 
ble for the full amount of the State pension. This is in contrast to the maxi- 
mum of $150 per month required to be treated as exempt earnings under the 
Federal law. 

The origin of the so-called Missouri-Pennsylvania problem goes back to 
about 1950, when the Federal officials informed the two States that they could 
not receive Federal money for federally eligible blind aid cases if they con- 
tinued to maintain their wholly State-supported programs for federally ineligible 
eases. The special legislation passed by Congress in 1950, which has since 
been twice extended and now is sought to be extended again by H. R. 13549, has 
forestalled the enforcement of this Federal decree temporarily. 

This, then, is the Missouri-Pennsylvania problem. How may it be solved 
permanently? We believe that the fairest and most feasible solution is to add 
a single sentence to clause (8) of section 1002 (a) of title X of the Social 
Security Act. Following the language of H. R. 12269, introduced during the 
present session by Representative Thomas B. Curtis of Missouri, the sentence 
would read: 

“A State plan for aid to the blind shall not be required to meet the require- 
ments of clause (8) if, in lieu thereof, it provides that the State agency, in 
determining need, shall take into consideration less of the other income and 
resources of the individual claiming aid to the blind than would be required 
to be considered under clause (8) or shall disregard more than the first $50 
per month of earned income, or that the State agency shall pay a fixed sum 
to all individuals eligible for aid to the blind; but payments under section 1008 
shall be made, in the case of any such plan, only with respect to expenditures 
thereunder which would be included as expenditures for the purposes of section 
1008 if the plan met the requirements of clause (8).” 

In substance this proposal would preserve to all the States their right to 
provide improved welfare programs for the blind financed wholly from State 
funds. It would permit Missouri and Pennsylvania to retain their distinctive 
aid plans, and would allow other States to adopt similar programs if they so 
choose. More specifically, the proposal would continue to measure by present 
standards the amount of each State’s Federal grant, and do so on identical 
terms to all States. The definition of the means test contained in clause (8) 
of section 1002 (a) of the act would apply to all States for the purpose of 
determining the part of any State’s expenditures that would be covered by the 
Federal grant. 

However, this formula would impose upon the States no limitation or require- 
ment on the permissible exceptions from the means test in the direction of 
greater liberality, in order to retain a title X Federal grant for federally 
eligible cases. sut to prevent any attempt at circumventing the minimum 
standards of the Federal program by transferring recipients to a much less 
adequate State program, States would be permitted to increase but not to 
decrease the extent to which the recipients’ earnings, income, or other resources 
may be excepted from the means test. 

This proposal would make possible several positive accomplishments. It would 
restore a vital right of the States—the right to make their own decision whether 
or not to establish and support entirely from their own funds a more liberal 
program of aid to the blind than the Federal Government chooses to allow. It 
would preclude Federal interference with wholly State-supported programs for 
the blind on the ground that they are too liberal, thus permitting the States to 
experiment with various plans and to go as far as they wish beyond the mini- 
mum standards of the Social Security Act. Still more important, the proposed 
legislation would affirmatively carry out the purposes of self-support and re- 
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habilitation which have always been held by Congress to be a part of public ag. 
sistance, by enabling more blind persons to make their way off the relief rolls, 
to put their productive years to maximum use, and thereby to become more use- 
ful citizens and contributing members of their community. 

Finally, it should be plainly stated and clearly understood that since, by the 
provisions of this measure, the Federal Government would only provide par- 
ticipating funds for those individuals who would qualify under the present strict 
Federal definition of “need,” the plan could not possibly increase by 1 cent the 
cost to the Federal Government. It would, in fact, provide, in time, a financial 
benefit to the Federal Government through the increased productivity of those 
persons stimulated to become self-supporting. 

Furthermore, the legislation would bring the Federal ruling with respect to 
the Pennsylvania and Missouri programs into alinement with other Federal rul- 
ings. The State of Colorado, for example, has an old-age-assistance program 
which provides for eligibility at age 60 instead of age 65 as required by the 
Federal standards, with financing provided solely by the State with respect to 
all those between 60 and 65. Nevertheless, Colorado’s program for the aged 
above 65 has received the approval of the Federal administrators, In California, 
there are no less than four groups of recipients of public assistance in whose 
payments the Federal Government does not share: Recipients of aid to partially 
self-supporting blind; recipients of aid to needy children in boarding homes 
and institutions; recipients of aid to needy children in the so-called misman- 
agement cases in which aid is paid in kind or under restrictions; and aged and 
blind recipients of aid who are patients in institutions for the mentally ill. 
The first group are ineligible for Federal funds because the income and property 
conditions of eligibility for the State program are too generous; the second, be- 
cause the children involved are not being cared for in their own homes and by 
relatives of a specified degree of closeness; the third, because assistance is not 
in the form of an unrestricted money payment; the fourth, because of a specific 
exclusionary provision in the Federal Social Security Act. The public-assist- 
ance payments made to these various recipients are, therefore, derived entirely 
from State and county sources. Nevertheless, despite the presence in California 
of these totally State-supported public-assistance programs for federally in- 
eligible cases, the Federal officials have not—as they have with respect to Mis- 
souri and Pennsylvania—held the State out of conformity with the requirements 
for Federal funds with respect to federally eligible recipients. On the con- 
trary, Federal officials have given the federally ineligible programs in Califor- 
nia their active, if not express, support by allowing them to be included within 
the new State-Federal medical-care program for public-assistance recipients. 

For the reasons given above, we urge that this committee amend H. R. 13549 
to provide a permanent and just solution to the very real problem which has been 
created for the blind people of Missouri and Pennsylvania. 

It should be noted that the officials of the Department of Health, Education, 
and Welfare are opposed to this permanent solution of the Missouri-Pennsylvania 
problem. That opposition has received its most recent expression in a letter to 
the chairman of the House Ways and Means Committee from the Secretary of 
the Department. The basis given by the Secretary for his position is that the 
proposed solution, in effect, provides a permanent Federal subsidy to the federally 
ine:igibie State programs. Since this argument is so remarkable that it may not 
be believed that the Secretary would make it, it would, perhaps, be well to quote 
the exact language of the letter. If the proposed legislation should be enacted, the 
letter states, ‘the Federal Government would be, in effect, subsidizing and sup- 
porting pension programs for the blind on a permanent basis in the States 
that now have such, or in any State that subsequently wishes to establish one. 
The subsidy and support come about because the only way State pension pro- 
grams for the blind can be maintained alongside of, or as an adjunct to, an aid- 
to-the-blind program under title X, without a considerable expenditure of State 
funds, is by diverting for Federal financial participation those cases in their 
pension programs which meet the income-and-resources requirement under the 
Federal act.” 

How can it be said that the Federal Government is “subsidizing and sup- 
porting” State programs when the Federal contribution is limited strictly to 
those cases which are eligible under the Federal act? Not one penny more is paid 
out by the Federal Government than would be the case if the State had no other 
program of its own. Not even the Department of Health, Education, and Wel- 
fare, be it noted, is able to maintain that the Federal Government bears any part 
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of the actual cost of the Missouri and Pennsylvania State programs. What is 
argued, rather, is that, without Federal participation in the federally eligible 
eases, the State would, perforce, need to spend more money on its blind pro- 
gram—and that, accordingly, in this peculiar sense, the Federal Government is 
indirectly supporting the independent and distinctive activities of the State. It 
should be immediately clear that, by this logic, the Federal Government is equally 
supporting all State programs and services, in every field of activity, whenever 
it contributes to one such program through joint Federal-State agreement. 

The attitude of the Federal Department of Health, Education, and Welfare is, 
in this particular, as in others, in sharp contrast to that of the House Ways and 
Means Committee as set forth in the committee report accompanying H. R. 
13549. The report consistently emphasizes the desirability of leaving to the 
States, as opposed to the Federal Government, broad latitude of discretion and 
choice in the implementation of the public-assistance provisions of the bill. Thus, 
the report states, for example, that, by one of its proposed changes, a State 
may decide the extent to which it wishes to pay for medical care by giving the 
recipient money to pay for his own care or by making a payment in his behalf 
to the vendor of medical care. Similarly, another provision of the bill “would 
enable the States to increase the payments to individuals receiving aid as needed 
or to give assistance to additional needy people.” In other words, the State’s 
right to exercise its choice in the administration of its public-assistance programs 
is given deliberate and unmistakable emphasis. Yet, under the Federal policy 
with respect to the Missouri-Pennsylvania plans, this same right of choice and 
option is categorically refused by the Federal administrators—even where a 
State is supporting a program entirely from its own funds and without Federal 
contribution. 

Quite aside from this fundamental question raised by the policy of the Federal 
Department, the Secretary’s letter misconceives the nature of the Missouri-Penn- 
sylvania programs and misstates the purpose of the proposed Federal legislation. 
The proposed legislation, it is said, “would make it possible for the States to 
provide, either under 1 program or as 2 programs, assistance to needy and non- 
needy blind individuals * * *.” This is simply not the case—unless the class 
of “needy” blind is restricted to those whose earnings are no more than $50 per 
month. As stated above, both Missouri and Pennsylvania set a maximum on the 
earnings of a recipient that may be exempted from consideration ($175 in the 
former State, $148.33 in the latter)—a maximum which, while more liberal 
than that permitted by the Federal act, still rests upon a definition of “need” 
entirely consistent with modern welfare conceptions of decency and health. 
One is forced to conclude either that the Department of Health, Education, and 
Welfare is misinformed about the basis of the Missouri-Pennsylvania plans or 
that it still adheres to the medieval definition of “need” as synonymous with 
total destitution. 

Moreover, the position of the Federal officials is flatly contradictory of the 
self-support and self-care provisions written into the 1956 amendments to the 
Social Security Act. If self-support and self-care are recognized as needs to be 
met by the public-assistance program, and earnings and other income are, ac- 
cordingly, devoted to meeting them, then these provisions of the separate Mis- 
souri and Pennsylvania plans are clearly within the overall plan of public 
assistance approved by Congress through the 1956 amendments. Thus, it might 
reasonably be contended that these State plans are, themselves, in conformity 
with the act. The solution we propose, however, does not insist upon that. It 
simply provides that the States should be allowed to support such programs 
entirely out of their own funds. 

The Secretary, in his letter, also draws a mistaken inference concerning the 
purpose of legislation to provide a permanent solution to the Missouri-Pennsyl- 
vania problem. “In enacting the Social Security Act,” he writes, “the Congress 
adopted the principle that the Federal Government would support aid to the 
blind as a program of assistance to the needy blind administered by the States. 
Congress decided against giving any support to blind-pension programs, The 
public-assistance titles of the Social Security Act are not based on a pension 
philosophy. We believe that is sound and should not be altered.” The infer- 
ence, clearly, is that the proposed solution calls for an alteration of this policy 
by asking Congress to give support to pension programs and to ignore con- 
siderations of need. But none of these inferential charges is true. Congress 
is not asked to give support to the State programs, but, on the contrary, is 
requested to leave them alone. The State programs do not ignore considerations 
of need. The proposed legislation does not contemplate or seek any alteration 
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whatsoever in the established Federal policy of public assistance. Once more 
it is necessary to observe that the Federal Department has either been 
seriously misinformed about the State programs, or has chosen, for reasons of its 
own, to disregard their actual provisions. 


Self-support and self-care as purposes of public assistance 


There are other respects in which H. R. 13549 requires improvement. It calls 
for a change in the matching formula, resulting in additional Federal money to 
all States for their blind-aid programs. While this is a desirable improvement, 
by itself, more money alone is not enough. In addition, Congress should now 
take affirmative steps to require Federal administrative officials to carry out and 
implement the constructive purposes underlying the self-care and self-support 
amendments of 1956. 

In 1956, Congress amended the Social Security Act to provide a fundamental 
revision of the public-assistance programs. The addition of a new and con. 
structive purpose, that of self-support, was made clear by section 300 of the 
amendments : “It is the purpose of this title * * * (b) to promote the well-being 
of the Nation by encouraging the States to place greater emphasis on * * * help- 
ing needy families and individuals attain the maximum economic and personal 
independence of which they are capable * * *.” Strengthening this general 
declaration, new language was added to the purpose clause of each of the public- 
assistance titles. Section 1001 of title X, dealing with the blind, now states that 
Federal public-assistance grants are for the purpose of “enabling each State to 
furnish financial assistance, as far as practicable under the conditions in such 
State, to needy individuals who are blind, and of encouraging each State, as 
far as practicable under such conditions, to help such individuals attain self- 
support or self-care * * *,” 

That the new purposes of self-support and self-care were the policy and objec- 
tives of the Social Security Administration itself was made evident by Social 
Security Administrator Charles I. Schottland in presenting the 1956 amendments 
to the House Ways and Means Committee. Calling ‘‘for emphasis on the con- 
structive aspects” of public assistance, Commissioner Schottland urged the in- 
corporation of self-support and self-care provisions into the law: “We should 
make clear to States that this is a basic purpose of the programs and one in 
which the Federal Government stands ready to share financially just as it is ready 
to share in assistance payments.” The proposal for Federal aid to the States for 
training programs to help them secure better qualified personnel was presented 
“as an integral and important part of a constructive overall approach.” The 
special importance of such personnel in rendering self-support and self-care 
services was proposed to be given emphasis and recognition by listing it as a deter- 
minant of training allotments to be made to States. Further, Commissioner 
Schottland stipulated, if dependency is to be reduced or eliminated, much more 
must be known “about the causes of need and the most effective ways of meeting 
them.” Accordingly, grants were to be provided to share the costs of research and 
demonstration projects, including those having a bearing upon the “prevention 
or reduction of dependency.” Finally, the new medical-care program for public- 
assistance recipients was offered as “desirable in relation not only to their 
day-to-day needs for such care, but in relation to our intensified efforts to help 
them achieve self-support.” 

The subsequent report of the Senate Finance Committee on the 1956 Social 
Security Amendments also heavily emphasized the integrated nature and con- 
structive purposes of the self-support and self-care, research and demonstration 
and training provisions. The amendments, said the report, “make clear that 
the provision of welfare services to assist recipients to self-support and self- 
“are are program objectives, along with the provision of income to meet current 
needs.” It was recognized that there are human as well as monetary values 
at stake: “Services that assist families and individuals to attain the maximum 
economic and personal independence of which they are capable provide a more 
satisfactory way of living * * *.” 

The 1956 amendments, thus, added the goals of self-support and self-care to 
the roster of purposes served by the public-assistance program. With the incor- 
poration of these constructive features, Congress effectuated a transformation 
in the character of public assistance, and made plain its belief that the human 
need of the blind or disabled person to make his way as an active and contrib- 
uting citizen of the community is no less important than his animal need for 
food and shelter. 


Unfo1 
Social * 
support 
Health, 
the ame 
or have 
tion ha 
possible 
ices, ar 
than to 
devices 
visions 

The | 
would | 
blind, ¢ 
for all 
who hz 
resour¢ 
propos: 
the in 
means- 
individ 
all ear’ 
as est: 
amoun 
ings. 
harshl. 

As e€ 
self-de 
per mé 
“Unde 
in its 
assisté 
aid to 
discou 
it sho 
becom 

The 
only 2 
gradu 
to lift 
recom 
per yé 
nal re 
transi 

The 
prope: 
recipi 
to ad 
mode: 
factor 
creati 
whict 
shop, 
comm 
amou 
sight] 

The 
forni: 
forni: 
recipi 

tion f 

above 

TeAso 

that 

the fr 


ney to 
pment, 
d now 
it and 
apport 


nental 
1 con- 
of the 
-being 
help- 
rsonal 
eneral 
ublie- 
S that 
ate to 
| such 
te, as 
| self- 


objec- 
Social 
ments 
> con- 
he in- 
hould 
ne in 
ready 
es for 
ented 

The 
f-care 
leter- 
sioner 
more 
eting 
h and 
ntion 
ublic- 
their 
help 


social 
| con- 
‘ation 
' that 

self- 
rrent 
alues 
imum 
more 


re to 
ncor- 
ation 
aman 
antrib- 
d for 


SOCIAL SECURITY a 


Unfortunately, the clear commitment of Congress—and, at the time, of the 
Social Security Administration itself—to the new constructive purposes of self- 
support and self-care has not subsequently been shared by the Department of 
Health, Education, and Welfare in its administration of public assistance under 
the amended law. In plain fact, these objectives have been permitted to languish 
or have been frittered away through deliberate inattention. The Administra- 
tion has chosen to interpret the new langauge of self-support in its narrowest 
possible sense, as involving no more than the provision of certain limited serv- 
ices, and, accordingly, has done nothing to implement the amendments other 
than to share the expense of expanding the staffs of State agencies. All other 
devices and forms of implementation, which are within the purposes and pro- 
visions of the law, have been rejected or ignored. 

The most important and constructive of such proposals, the adoption of which 
would do much to fulfill the self-support purposes of public assistance for the 
blind, are those which would (1) provide for increased exemptions of earnings 
for all blind recipients, and (2) provide that, in the case of a blind recipient 
who has a reasonable plan for self-support, whatever amounts of property and 
resources may be necessary to carry out that plan shall be disregarded. The 
proposal of increased exemptions of earnings is necessary in order to preserve 
the incentive value of individual income, which is largely destroyed by the 
means-test system of public assistance. Under the system of “individual need, 
individually determined,” in effect since the adoption of the Social Security Act, 
all earnings of the blind recipient must be applied to meet his subsistence needs 
as established in the individual budget. If the State grant is sufficient in 
amount to meet those itemized needs, it is then reduced by the amount of his earn- 
ings. In this manner, the blind recipient of aid has been severely penalized and 
harshly discouraged from any effort to free himself from the assistance rolls. 

As early as 1950 Congress demonstrated its recognition of this onerous and 
self-defeating feature of the means test by providing for an exemption of $50 
per month of earned income in determining the amount of monthly assistance. 
“Under title X of the Social Security Act,” said the Senate Finance Committee 
in its report on the bill, “the States are required, in determining the need for 
assistance, to take into consideration the income and resources of claimants of 
aid to the blind. Your committee believes this requirement stifles incentive and 
discourages the needy blind from becoming self-supporting and that therefore 
it should be replaced by a requirement that would assist blind individuals in 
becoming useful and productive members of their communities.” 

The present $50 per month exemption of earnings, however, has proven to be 
only a short and inadequate step in the right direction. Even aside from its 
gradual reduction by inflation, it has allowed only a very few blind recipients 
to lift themselves into self-sufficiency by their own bootstraps. The formula we 
recommend—providing for a larger exemption of earned income up to $1,000 
per year plus 50 percent of every earned dollar above $1,000, along with a grad- 
nal reduction of aid payments as earnings increase—would greatly facilitate the 
transition from the relief rolls to complete self-support. 

The second of these proposals, permitting income and resources (including 
property) to whatever extent necessary to be disregarded in the case of blind 
recipients possessing approved individual plans for self-support, would do much 
to advance the constructive purposes of public assistance. The retention of 
modest amounts of property and resources by the blind recipient of aid is a vital 
factor in encouraging commercial and professional plans for self-support and 
creating self-confidence and self-reliance despite the barriers to opportunity 
which exist for blind in our society. The instruments and materials of a work- 
shop, the books and equipment of the lawyer and doctor, the merchandise of a 
commercial enterprise—none of these may presently be retained in necessary 
amounts under the law, but all represent potential means in the hands of the 
sightless individual in his struggle to carve out an independent career. 

The feasibility of such proposals as these is graphically illustrated by a Cali- 
fornia program which has been in successful operation since 1941. The Cali- 
fornia aid to the partially self-supporting blind residents program permits every 
recipient to retain a maximum of $1,000 a year of net income without deduc- 
tion from the maximum monthly grant of $110, plus 50 percent of all net income 
above $1,000. The sole restriction is that the recipient of aid must possess a 
reasonably adequate plan for his self-support, and must be able to demonstrate 
that he is carrying out that plan through genuine and consistent effort. That 
the program has been a success is demonstrated by the numbers of recipients 
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enabled to achieve self-support and thus to leave the aid rolls. By mid-1949 
8 years after the program was begun, 82 percent of the total recipients (316 
out of 933) had become self-supporting either permanently or for varying periods 
of time. On an annual basis, upward of 10 percent of recipients of the Cali- 
fornia program are achieving a status of self-support. It is significant that 
for every recipient who attains permanent self-maintenance, the State saves an 
estimated $1,320 per year; thus, if the 34 persons who graduated from the rolls 
in 1957 manage to achieve complete self-sufficiency, California will effect a gay- 
ing of almost $45,000 in public assistance. 

In addition to these vitally needed improvements in the present program of 
aid to the blind, there are other changes which are scarcely less necessary and 
which would serve to bolster the progressive purposes of economic independence 
and personal rehabilitation forged by Congress in the 1956 amendments. One 
is the elimination of the legal liability of relatives to contribute to the support 
of blind-aid recipients, a medieval practice which contravenes the new emphasis 
of ‘public assistance on strengthening family life and helping needy families 
and individuals to attain the maximum independence of which they are capable, 
Another needed change is the provision that public assistance be granted on the 
basis of equal minimum payments to all blind recipients, to be specified by State 
law and employed as a floor of protection against dependency. A third highly 
desirable improvement is the elimination of all length-of-residence requirements 
in State public assistance programs for the blind, which would implement the 
self-support objectives of aid to the blind by removing the discriminatory restric- 
tions upon free movement now incorporated in the residence requirements of the 
various States. 

Officials of the Department of Health, Education, and Welfare have also ex- 
pressed their opposition to the proposal for additional exemptions of earnings 
for blind aid recipients. In a letter of June 16, 1958, to the chairman of the 
House Ways and Means Committee, the Secretary of the Federal Department 
strongly recommended against enactment of this proposal, primarily on the 
ground that it “would, in effect, result in a pension for the blind largely financed 
by Federal funds.” ‘The opposite, however, is true. If a pension be understood 
in its true meaning of a fixed and permanent payment, the present means-test 
system of aid—which prohibits all but insignificant earnings and thus perpetuates 
poverty—much more closely approximates a pension than the proposed policy 
of incentive exemptions which would reward initiative, gradually lower aid pay- 
ments as earnings increase, and stimulate blind recipients to become completely 
free of public assistance. 

The Secretary’s letter declares further that “An essential characteristie of 
public-assistance programs is that need be determined on an individual basis, 
taking income and resources into account. * * * The exemption of more income 

* * * is inconsistent with the nature of the public assistance program ag sup- 
plementary to the individual’s resources and income and could increase pressures 
for exemption of income in the other public assistance titles.” Leaving aside the 
last comment, which is entirely irrelevant to the merits of exempt-income pro- 
posals with respect to the blind, this statement displays a conspicuous disregard 
for the principle already established by Congress in the $50 per month exemp- 
tion of earned income. It also demonstrates an equal disregard for the enunci- 
ated policy of Congress in incorporating self-support and self-care within the 
public assistance program as among the needs of blind recipients for which in- 
come and resources are to be taken into account. If the needs to be met by the 
public-assistance program are not merely those of bare survival but also of re- 
habilitation of the blind into normal life and livelihood, then it is clearly con- 
sistent with the law that the income and resources of blind recipients be utilized 
in the effort to achieve these ends. 

That the Federal administrators simply do not share the view of Congress that 
blind people can and should be helped to become useful and productive members 
of the community is suggested by the flat and unqualified assertion of the Secre- 
tary of Health, Education, and Welfare that “The majority of blind persons 
have no earnings or hope of earnings.’’ No doubt, under the harsh system of 
meang-test aid so jealously guarded by the Federal Administration, blind per- 
sons are permitted virtually no earnings or hope of earnings. But it is pre- 
cisely the recognition that this condition is an effect, rather than a cause, of the 
public-assistance program that has led to demands both in and out of Congress 
that the interpretation of individual need be modified so as to render feasible 
the goals of rehabilitation and self-support for blind persons receiving aid. It 





is notev 
Govern! 
gram of 
progral 
jority « 
penden¢ 


Disabil 
We v 
ments i 
corpora 
provisi 
jnsurar 
retroac 
modific 
We : 
tection 
these i 
disabil 
under 
establi 
elimin: 
ance f 
realist 
ductio 
eligibi 
Wit 
tions « 
annua 


Wh 
appli¢ 
ance 
lishin 

Wh 
ratio1 
disab 
to be 
of ha 
ployn 

wi 
term! 
of th 
fits i 
insul 

Re 
at B 
clare 
phys 
and 
defin 


WwW 
initi 
pers 

W 
who 
gral 
pro. 
face 





id-1949, 
ts (316 
periods 
ie Cali. 
nt that 
ives an 
1€ rolls 
a say- 


ram of 
ry and 
ndence 
. One 
upport 
phasis 
imilies 
ipable, 
on the 
’ State 
highly 
‘ments 
nt the 
estric- 
of the 


SO ex- 
rhings 
of the 
tment 
n the 
anced 
‘stood 
'S-test 
uates 
policy 
| pay- 
letely 


tie of 
basis, 
come 
; sup- 
sures 
le the 
. pro- 
gard 
‘emp- 
unci- 
1 the 
h in- 
y the 
f re- 
con- 
lized 


that 
bers 
pcre- 
sons 
n of 








SOCIAL SECURITY 227 


jis noteworthy—and surely deplorable—that the very Department of the Federal 
Government which is responsible for the administration of a comprehensive pro- 
gram of vocational rehabilitation of the physically handicapped, as well as the 
programs of public assistance, should hold the contemptuous belief that the ma- 
jority of sightless persons are beyond hope of personal and economic inde- 
pendence. 

Disability insurance provisions of H. R. 13549. 

We wish to commend the House Ways and Means Committee for the improve- 
ments in the old age, survivors, and disability insurance system which it has in- 
corporated into H. R. 13549, and to express our support particularly for the new 
provisions for disability protection, including benefits for dependents of disability 
insurance beneficiaries, elimination of the disability benefits offset provision, 
retroactivity for applications for disability benefits and the disability freeze, and 
modifications in the work requirements for eligibility for disability protection. 

We submit, however, that there are still other areas of inequity in the pro- 
tection against disability which require the attention of Congress. Three of 
these in particular are of immediate urgency: (1) The need for provision of 
disability benefits to blind persons with a minimum of 6 quarters of coverage 
under the disability insurance system, without regard to their earnings after 
establishment of eligibility and the commencement of benefits; (2) the need for 
elimination of the 50-year age limitation in order to provide true social insur- 
ance for all disabled workers regardless of age; and (3) the need for a more 
realistic definition of disability under the current program and for a drastic re- 
duction in the coverage requirements establishing minimum qualifications for 
eligibility to receive disability benefits. 

With your permission, we should like to incorporate in the record 3 resolu- 
tions dealing with the above matters which were unanimously approved by the 
annual convention of the National Federation of the Blind, Inc., on July 7, 1958. 


RESOLUTION 58-06 


Whereas there is a great need for a liberalization of the definition of disability 
applied to applicants for disability benefits under the current disability insur- 
ance program and for a drastic reduction in the coverage requirements estab- 
lishing minimum qualifications for eligibility to receive disability benefits; and 

Whereas there should be included in the disability definition the wholly 
rational and realistic provision that an individual with a medically determinable 
disability shall, in the absence of substantial evidence to the contrary, be deemed 
to be unable to engage in any substantial gainful activity if, solely by reason 
of having such an impairment he is unable, as a practical matter, to obtain em- 
ployment ; and 

Whereas provision should be made to enable individuals with a medically de- 
terminable disability and a demonstrable inability to find employment because 
of the existence of the disability to become eligible for disability insurance bene- 
fits if they have six or less calendar quarters of coverage under the disability 
insurance system : Now, therefore, be it 

Resolved by the National Federation of the Blind in convention assembled, 
at Boston, Mass., this 7th day of July 1958, That this convention finds and de- 
clares these changes to be in the best interests not only of blind persons but of all 
physically handicapped individuals; and that the officers of this organization 
and its affiliates are urged to press for legislation to carry out the liberalized 
definition of disability and a reduction in the period of coverage required. 


RESOLUTION 58—05 








. Whereas the disability insurance provisions of the Social Security Act 
initiated by Congress in 1956 deny disability benefits to otherwise eligible 
persons who have not attained the age of 50 years; and 

Whereas restriction of benefits to persons who have reached age 50, but 
who have not yet attained the age of 65, confines the disability insurance pro- 
gram to characteristics better resembling an early retirement system than a 
provision for social insurance against the hazards of disability which may be 
faced by people of any age; and 
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Whereas a minimum age provision is indefensible in a disability insurance 
program when it deprives individuals under the minimum age of benefits even 
though they may have made, over their working lives, contribution to the 
disability trust fund far in excess of the minimum needed to qualify for 
benefits; and 

Whereas it is now generally recognized that the requirements for eligibility 
for disability payments are too restrictive and, therefore, the disability trust 
fund has accumulated a large surplus : Now, therefore, be it 

Resolved by the National Federation of the Blind in convention assembled 
at Boston, Mass., this 7th day of July 1958, That this convention strongly 
endorses the elimination of the 50-year age limitation in order to make the 
program fulfill its original intent to provide true social insurance for disabled 
workers. 


THE NATIONAL FEDERATION OF THE BLIND, INC., BERKELEY, CALIF., RESOLUTION 
58-07 


“Whereas there is urgent need that individuals with severe impairment of 
eyesight who have been medically determined to be blind should be eligible for 
disability insurance benefits if such individuals have a minimum of six quarters 
of coverage under the disability insurance system of the Social Security Act ; and 

“Whereas benefits should be due and payable to such disabled individuals who 
are blind without regard to the level of earnings which individuals receiving 
such benefits are able to achieve at any time following the establishment of eli- 
gibility and the commencement of benefits ; and 

“Whereas such a system would provide to the blind a basic protection from 
the threat of poverty and deprivation while at the same time the system would 
enable and encourage recipients of benefits to make their way in the world as 
productive and useful human beings : Now, therefore, be it 

Resolved by the National Federation of the Blind in convention assembled at 
Boston, Mass., this 7th day of July 1958, That it is the conviction of this con- 
vention that the loss of financial security, Which in our time is still the gravest 
accompaniment of blindness and the greatest impediment to the attainment of 
full and rewarding lives by our fellow blind, would in very significant measure 
be removed by a system which would provide disability benefits to blind per- 
sons who have a minimum of six quarters of coverage under the disability 
insurance system and without regard to the level of earnings achieved after 
the establishment of eligibility and the commencement of benefits.” 

The foregoing resolution was adopted unanimously by the National Federa- 
tion of the Blind convention on July 7, 1958. 


(Mr. Taylor subsequently submitted the following for the record :) 
MEMORANDUM RE EFFECTS OF SECTION 204 oF H. R. 13549 


Under section 216 (I) (3) of the present social-security law, in order to be 
eligible for a determination of disability (disability freeze) the applicant must 
have 6 quarters of coverage out of the last 13 and 20 quarters of coverage out 
of the last 40. Under section 223 of the present law, to qualify for disability 
insurance benefits, a person must have the same quarters of coverage, and, in 
addition, he must be fully insured as defined in sec. 214). This means in most 
instances that he must have 1 quarter of coverage for every 2 quarters elapsing 
since Sept. 1, 1950, or since he became 21 years of age, whichever occurs later. 

Section 204 (a) of the bill changes the requirements for disability freeze so 
as to eliminate the requirement of 6 quarters out of the last 13, but it also adds 
the requirement of fully insured status, or 1 out of every 2 quarters since 
Sept. 1, 1950, or since attaining 21, whichever occurred later. Section 204 (b) 
changes the requirements for disability insurance benefits so as to eliminate 
the requirement of 6 out of the last 13 quarters. 

The report of the House Ways and Means Committee on the bill explains 
this change thus: “Your committee’s bill would delete the provisions of present 
law which require that a worker be currently insured in order to be eligible 
for disability benefits or for the disability freeze and would make the require- 
ment for disability insurance benefits and the disability freeze alike by adding 
fully insured status as a requirement for eligibility for the freeze.” 

The justification for the addition of fully insured status as a requirement for 
eligibility for the disability freeze is given by the committee in the following 
words: “Beginning in July 1961, it will be possible for a worker who has 
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qualified for the disability freeze under the present provisions to fail to qualify 
for either disability insurance benefits at age 50 or old-age insurance benefits 
at age 65 because he may not be fully insured. There will be instances too 
where dependents’ or survivor’s benefits will not be payable even though the 
worker had been allowed a disability freeze. The addition of fully insured status 
requirement for the disability freeze will remove the anomalous situation 
wherein a period of disability may be established for a worker who cannot later 
qualify for benefits, whose dependents cannot qualify if he lives to retirement 
age, Or Whose survivors may not qualify if he dies.” 

However, there are situations in which allowing a worker to establish a dis- 
ability freeze without fully insured status would be of benefit to him. The 
freeze may enable him to acquire a fully insured status which he did not have 
at the time of the freeze. Such instances will occur in the case of a worker 
who becomes blind. For freeze purposes, section 216 (i) (1) (B) defines “dis- 
ability” as blindness without any further requirement that there be inability 
to engage in “substantial gainful employment.” Under section 214 (a) (2) a 
quarter is not counted as an elapsed quarter for the purpose of establishing fully 
insured status if it occurs in a period of disability unless such quarter is a 
quarter of coverage. 

A hypothetical case will show how adding the requirement of fully insured 
status in order to qualify for a freeze will prevent a blind worker from quali- 
fying for benefits which he could otherwise obtain. Suppose that worker X, 
who had passed his 21st birthday before September 1, 1950, obtained no covered 
employment until January 1, 1957. From this date through 1959 he is em- 
ployed full time in covered employment (12 quarters). During the years 1960 
and 1961 he is unemployed. During the years 1962 and 1963 he returns to cov- 
ered employment (8 quarters). He then loses his sight and in July of 1964 
applies for the disability freeze. Under present law he is eligible having both 
6 out of the last 13 quarters and 20 out of the last 40. Under the bill he is not 
eligible because he is not fully insured. 

Suppose next that X is rehabilitated and placed in a noncovered sheltered 
shop. He starts work there in July 1964. On January 1, 1966, he again enters 
covered employment where he works for the succeeding 16 quarters. In Jan- 
uary 1970 he attains age 65 and applies for retirement benefits. Without the 
freeze, he would not be eligible for such benefits because he would need 1 out 
of every 2 quarters since Sept. 1950, or 38 quarters. He was only 36. How- 
ever, he has been able, as under present law, to establish a freeze covering the 
6 quarters following July 1, 1964, he would then need only 35 quarters of cov- 
erage. 

Accoringly, it is not valid to assume, as the committee report does, that no 
disabled persons will be deprived of benefits by reason of the addition of the 
requirement of a fully insured status for the disability freeze. For some blind 
persons the committee’s assumption is invalid. The removal of the requirement 
of currently insured status is an improvement. The addition of the fully in- 
sured requirement for the disability freeze, however, will harm certain blind 
persons and, in addition, will reduce the numbers of applicants for disability 
determinations and thereby reduce referrals for rehabilitation services. 


Senator Lone. Mr. William Taylor, Jr. 


STATEMENT OF WILLIAM TAYLOR, JR., PENNSYLVANIA 
FEDERATION OF THE BLIND 


Mr. Taytor. Members of the committee, my name is William 
Taylor, of 10 South Avenue, Media, Pa. I am an attorney engaged 
in the practice of law. 

I appear here on behalf of the Pennsylvania Federation of the 
Blind, a nonprofit corporation with a dues-paying membership of 
over 4,000 members. 

We are affiliated with the National Federation of the Blind and are 
in full accord with its policies and plans. 

I appear here to address myself especially to the section 509 of 
H. R. 13549, extending the 2-year cutoff date for Federal reimburse- 
ment to Pennsylvania. 
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As the law now stands, these funds will be discontinued on June 
30, 1959. Odd though it may seem, we of Pennsylvania are not asking 
for Federal money, but merely that the Social Security Administra- 
tion be prohibited from endeavoring to coerce the Legislature of 
Pennsylvania to deprive 10,100 blind persons of their pensions. 

I repeat, we are not asking for money, but we plead for the protec- 
tion of these 10,100 blind Pennsylvanians. 

Pennsylvania has a very unusual and very liberal pension plan 
and pays a flat monthly pension of $60 to 17,500 blind people. 

Under the amendment of the Social Security Act of 1950, the Fed- 
eral Government pays in part toward the pensions of 7,400 of these 
recipients, the Federal contribution being about $314 million a year 
and Pennsylvania’s share is a little over $2 million a year. 

These 7,400 are so utterly destitute as to come within the Social 
Security Administration’s definition of need. 

Hence, they receive reimbursement toward their pension. However, 
there is a marked difference between Pennsylvania’s position and 
that of the other States. 

Pennsylvania’s standards of eligibility are far more liberal than 
those approved by the Social Security Administration, and, there- 
fore, these 10,100 blind receive their pension which is paid solely and 
exclusively by the Commonwealth with its own funds. 

Now, the quarrel between Pennsylvania on the one hand and the 
Social Security Administration on the other comes down to this in- 
credible fact: The Social Security Administration says to Pennsyl- 
vania, “Unless you stop paying with your own money for the pensions 
of these 10,100 blind who are in certain circumstances, we, the Social 
Security Administration, will cut off your reimbursement to those 
7,400 totally destitute blind.” 

The Social Security Administration is not concerned here with 
saving Federal money, not in the least. 

They have their theories as to how aid to the blind should be ad- 
ministered, and so far as the money which they pay out is concerned, 
they probably have a right to make the decision. 

But that is not our problem here, for they are demanding that Penn- 
sylvania cease spending its own money for the relief of certain of their 
citizens who do not come under the social-security program. 

Unless the restraint upon the power of the Social Security Admin- 
istration contained in the amendment of 1950 is extended, it will end 
on June 30, 1959, and the Social Security Administration will cut off 
Pennsylvania’s payments to the 7,400 destitute blind, and this will be 
done with the intention and for the purpose of exerting upon the 
legislature enough pressure to force the repeal of our purely State- 
paid-for pension to the 10,100 blind. 

We heard this morning a great many statements by those gentlemen 
attesting to their devotion to States rights. It is hard to think of 
many more drastic incursions upon States rights than the one we 
have right here. 

It is an old quarrel. It has been going on since 1938, and, when 
Senator Martin was our Governor, he helped us a good many times 
to save the blind pension from the attacks of the Social Security 
people. 

They don’t like our theory and they are out to force us to drop the 
pensions for these 10,100 people. We, of course, hoped that the law 
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could be so amended as permanently to prohibit the Social Security 
Administration from carrying out its mischievous plans of inflicting 
needless misery upon 10,100 blind Pennsylvanians, and to do so mere- 
ly to vindicate their doctrinary theory. 

However, we understand that the press of legislative business may 

reclude a permanent solution of this vexing and recurring problem. 

herefore, I can state on behalf of 10,100 blind of my State that we 
would be grateful for this 2-year reprieve as set forth in this bill for 
at least the evil day is postponed for just that much longer, and there 
will be more time in which to make clear to the Social Security Admin- 
feetion what a cruel and wicked thing they are seeking to accom- 
plish. 

We are convinced that the Congress will resolve this controversy in 
such a way as to prevent the infliction of unnecessary misery upon 
10,100 blind people in Pennsylvania even if the Social Security’s pet 
theory must suffer thereby. 

I thank you, gentlemen. 

Senator Lone. Thank you very much. 

(The complete statement of Mr. William Taylor is as follows:) 


STATEMENT OF WILLIAM TAYLOR, JR., ON BEHALF OF THE PENNSYLVANIA FEDERA- 
TION OF THE BLIND IN Support or H. R. 13549, INrTRoDUCED By Mr. MILLs 


My name is William Taylor, Jr., an attorney of 10 South Avenue, Media, Pa., 
and this statement is submitted on behalf of the Pennsylvania Federation of the 
Blind, a nonprofit organization with its principal office at 4517 Walnut Street, 
Philadelphia, Pa., with a dues-paying membership of over 4,000 blind people. 
Iam chairman of the legislative committee of that organization, and neither 
I nor any of the officers receive any compensation. 

We strongly urge that the Senate adopt this bill to forestall the present and 
existing danger that some 10,100 blind Pennsylvanians will lose their pensions 
next year. The relevant facts of the matter are: 

1. On June 30, 1959, the provision of the social-security law which entitles 
Pennsylvania and Missouri to partial reimbursement of funds expended for aid 
to the blind will expire, and this bill now under consideration would continue 
this cutoff date. It is our fear that withdrawal of Federal funds will oblige the 
State legislatures to repeal the pension laws. 

2. Pennsylvania pays a pension to approximately 17,500 blind persons. 

3. The Federal Government makes part payment toward the pensions of some 
7,400 of these recipients. 

(a) Total cost of pensions of these 7,400 equals $5,340,000 of which the Fed- 
eral Government pays $3,261,000; Pennsylvania pays $2,079,000. 

4. The Commonwealth of Pennsylvania alone bears the entire cost of paying 
pensions to the remainder, approximately 10,100. 

5. The Federal Government contributes toward the pensions of the first group 
because those individuals are so lacking in income and resources as to qualify 
under a program conforming to the rules of the Social Security Administration. 

6. Pennsylvania does not receive Federal funds toward the pensions of the 
latter group of 10,100 recipients because their income and resources are such as 
not to meet the “needs test” upon which the Social Security Administration in- 
sists in order that a State plan be approved. 

(a) Pennsylvania expends for this latter group $7,239,000 entirely of its own 


funds. 
7. Pennsylvania has a total population of some 11 million and pays pensions 


to some 17,500 blind. 

& The States of New York, New Jersey, Delaware, Maryland, West Virginia, 
and Ohio have a combined population of some 36 million (see U. 8. Department 
of Commerce, Bureau of the Census) and all together they pay assistance to 
some 10.000 of their blind citizens under programs approved by the Social Se- 
curity Administration. 

9. The vital statistics pertaining to these six States and Pennsylvania, as 
published by the United States Government, reflect substantially identical dis- 
tribution among their populations of the various occurrences, illnesses and acci- 
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dent. Viz, the death rate, birthrate, the ratio of deaths caused by accident, and 
by the prevalent diseases vary only slightly from State to State. i 

_10. Although there are no exact statistics as to the number of blind in the 
United States or any of the States, in view of the uniformity of the incidences 
of diseases, etc., it is reasonable to assume that the ratio of blind to sighted popu- 
lations in all seven of these States is roughly constant. 

11. No evidence or statistics have ever been adduced to prove that the ratio 
of blind to sighted is higher in Pennsylvania than in those other six States, 

12. If Pennsylvania were to repeal its pension law and to adopt in its stead 
an assistance program applying the rules and standards as are required by the 
Social Security Administration, some 10,100 blind who now receive the pension 
would cease to receive blind assistance. 

13. If these 10,100 blind were to lose their pensions, no Federal funds would 
be saved, as this group receives its pensions exclusively from the Commonwealth 
of Pennsylvania. 

14. The Pennsylvania law provides for the payment of a pension to blind peo- 
ple of $60 a month, subject, however, to the proviso that recipient’s total income, 
from pension and other sources, may not exceed $2,500—in brief, if the income 
from other sources exceeds $1,780, the pension is adjusted to prevent the total 
from exceeding the limit. Moreover, one with real or personal property exceed- 
ing $5,000 in value, is not eligible. 

15. This law gives the recipient the security arising from regular receipt of 
a sum certain; it gives the sense of self-respect inherent in receiving aid from 
the State under law and not at the sufferance of an administrator and gives to 
those able to work the opportunity of bettering their standard of living by 
earning a modest income. 

16. The Pennsylvania blind pension runs counter to the theories which the 
Social Security Administration champions and seeks to make uniform through- 
out the United States. 

17. The objection of the Social Security Administration to the Pennsylvania 
blind pension rests solely upon the fact that our State pays pensions, with its 
own funds, to some 10,100 blind people who according to social security standards 
would not be entitled to receive any assistance. 

18. In brief, nothing is here involved more than a conflict of theories as how 
best to provide aid for the blind. 

On behalf of the blind of Pennsylvania, I take this opportunity of expressing 
our gratitude for the unanimous, bipartisian support by the members of the 
Senate and House of Representatives from Pennsylvania and Missouri. 

Senators Clark, Martin, Hennings, and Symington have introduced a bill to 
correct this situation, S. 1080. 

Congressmen Simpson and Eberharter have by their long and loyal labors 
demonstrated their steadfast concern for the welfare of the blind and for this 
we express our heartfelt appreciation. 


Senator Lone. The chairman had asked me to insert at this point in 
the record a letter from the Honorable Edward Martin favoring this 
provision of H. R. 13549, which is identical to a bill, S. 1080, which 
he introduced previously. 

(The letter from Senator Martin follows:) 


UNITED STATES SENATE, 
COMMITTEE ON PUBLIC WORKS, 
March 21, 1957. 
Hon. Harry FLoop Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


DEAR Harry: You may remember that on February 7 I cosponsored a bill with 
Senator Hennings, of Missouri, and others, which affects the aid to the blind 
program in the States of Pennsylvania and Missouri. 

This is a matter that comes up periodically. The committee last considered 
it in connection with the social security amendments of 1956. At that time, an 
amendment to H. R. 7225, submitted by Senator Hennings, was rejected by the 
committee on the grounds that the particular provision in the law would not ex- 
pire before June 30, 1957. In the intervening time it has been assumed that 
we would be able to make a satisfactory adjustment of the problem. 

The department of welfare in the State of Pennsylvania and also many in- 
dividual blind persons have written to me urging consideration as promptly as 





ssible. 
from the 
has been 
I will 
the com! 
With } 
Vi 


P. 8. 
pill unti 
advised 
Ways an 


Sena 


STATE 
TIO} 
LEO: 
ECO] 
FAC’ 


Mr. 
Mr. 
of We 
rector: 
its em 
of this 
I ha 
is the 
ciatio 
The 
memb 
turing 
Its 

to the 
meml 
gener 
~ As 
finan 
provi 
hazal 
Th 

to th 
Th 
very 
befo1 
the } 
bills 
my 
ings 
secu 
chan 
A 
rele: 
aval 


pt of 
from 
es to 
g by 


| the 
ugh- 


ania 
1 its 
ards 
how 


sing 
the 


1 to 


ors 
this 


>in 
his 
ich 


ith 
nd 


ed 
an 
he 


SOCIAL SECURITY 233 


possible. As you know, the exemption granted to Missouri and Pennsylvania 
from the restrictions imposed under the Federal law went into effect in 1950, and 
has been extended from time to time to the present expiration date. 

I will appreciate it very much if consideration of S. 1080 could be given by 
the committee sometime in the near future. 

With kindest personal regards, I am 

Very sincerely, 
EDWARD MARTIN. 

P. S. I realize we would not be likely to take any action on a social security 
bill until a House bill received attention. Since dictating this letter I have been 
advised that a 2-year extension measure H. R. 3035 has been reported by House 
Ways and Means. 


Senator Lone. Our next witness is Mr. George T. Fonda. 


STATEMENT OF GEORGE T. FONDA, BOARD OF DIRECTORS, NA- 
TIONAL ASSOCIATION OF MANUFACTURERS, ACCOMPANIED BY 
LEONARD J. CALHOUN, CONSULTANT; AND RALPH ROBEY, 
ECONOMIC ADVISER OF THE NATIONAL ASSOCIATION OF MANU- 
FACTURERS 


Mr. Fonpa. I agree with you, sir. 

Mr. Chairman, my name is George T. Fonda. I am a vice president 
of Weirton Steel Co., Weirton, W. Va., a member of the board of di- 
rectors of the National Association of Manufacturers, and chairman of 
its employee health and benefit committee. I am appearing on behalf 
of this association. 

I have with me Mr. Leonard Calhoun, attorney, of Washington, who 
is the consultant and adviser in social security matters of the asso- 
ciation, and Dr. Robey, who is the economic adviser of the association. 

The NAM is a voluntary membership organization of over 21,000 
member companies, representative of every segment of the manufac- 
turing community and every section of the Nation. 

Its membership includes companies of every size, from the smallest 
to the largest of enterprises. In fact, 83 percent of the association’s 
members employ fewer than 500 persons and thus come within the 
generally accepted definition of small business. 

As businessmen and citizens, NAM members are concerned with the 
financing and benefits of our public programs which are designed to 
provide a measure of security to individuals against the economic 
hazards of old age, death, disability, and involuntary unemployment. 

They are likewise concerned with the implications of these programs 
to the well-being of our country. 

There have been no hearings on H. R. 13549. There have been only 
very broad hearings on social security. As we stated when appearing 
before the Ways and Means Committee, those hearings were “not for 
the purpose of obtaining views on the merits of any specifie bill or 
bills among the more than 400 pending before that committee. 

“Tnstead, the notice indicated that the committee intends these hear- 
ings to afford a basis of reviewing the operations of the several social 
security programs and to receive recommendations for further 
changes.” 

As we further pointed out at these hearings, “the committee’s press 
release stated that the ‘chairman emphasized that, due to the short time 
available and the advanced status of this session, it might not be pos- 
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sible to act on all the proposals on which testimony is presented, but 
that the testimony would be available for study and a possible basis for 
action during the next session.’ 


FINANCIAL SAFEGUARDS 


Congress recognized the key importance of sound financial prin- 
ciples in 1956 when it established a _— trust fund and separate 
financing for the disability benefits. Most important was the recog- 
nition of the need for careful study before making changes in OASI 
when it likewise provided for periodic creation of advi isory councils 
on social security financing. 

Subsequent developments have attested to the need for this council, 
with the duty, to quote from the report accompanying the bill, “to 
review the status of the old-age and survivors’ insurance trust fund 
in relation to its long-term commitments.” 

The NAM, and we believe, the country as a whole have been re- 
assured of the financial integrity of OASI by these several actions in 
creating these financial safeguards, and even more importantly, by 
the implied commitment of the C ongress to be governed by them. 

Recent developments have demonstrated the need for such periodic 
review. Forecasts of future receipts and costs of OASI cannot be 
exact. They must be based in part on assumptions of future payrolls 
and individual elections to retire, which in turn, importantly depend 
on future economics and other factors. 

This has been impressively illustrated by the differences in the short- 
range estimates of the 1957 and 1958 reports of the OASI trustees. 

The latter reflects current economic changes. While the estimates 
for the fiscal year ending June 30, 1957, made in the 1957 teustees’ 
report, estimated that total rec eipts would exceed total disbursements 
by $872 million, the actual increase was $436 million less. 

While that report estimated that in the fiscal year just ended, re- 
ceipts would exceed disbursements by $366 million, the 1958 report 
recently filed estimates that there is a deficit of $428 million—a differ- 
ence of $794 million. 

While the 1957 report estimates that in the 12 months beginning 
this July 1, the trust fund may increase by $1 million or may decrease 
$710 million, the 1958 report estimates that it will decrease by $1,129 
million. 

This new, and probably more realistic report, estimates that even 
with the 1960 tax increase, the trust fund at the end of June 1962 will 
have suffered a net loss, which will range from $1.5 billion to $7.4 
billion for the 5 years ending June 30, 1962. That is the situation 
under present law. 

The most thought-provoking figures in the trustees’ reports are those 
showing the progressive increases in benefit payments. 

Disbursements for the fiscal year ending last June, were greater than 
the total expenditures for the 2 fiscal years ending June 1955. 

But the expenditures for fiscal 1961-62 are estimated to be far 
greater—$2 billion to some $2.9 billion greater. The estimated ex- 
penditure i is from $9.9 billion to $10.7 billion. 

This exceeds for 1 year the $9.7 billion spent in the 2 years ending 
in June 1956. To keep the system sound, we shall have to pay some 
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$10 billion to $11 billion in payroll taxes in that 1 year without any 
liberalization of existing law. 

These figures seem to be especially pertinent to the question of acting 
this year on proposals to liberalize benefits. We are deeply apprecia- 
tive of the pressure for immediate action on the basis of increases in 
the cost of living since the 1954 amendments when benefits were last 
liberalized. 

We all know that inflation has resulted in difficulty for many fixed 
income groups, including, of course, recipients of private pensions and 
OASI benefits. 

Liberalizing benefits involves fiscal problems, and the equity prob- 
lem of further taxing the young to benefit the old. It also involves 
questions of equity between current beneficiaries themselves. 

The persons who have come on the rolls since the 1954 amendments 
have fared much better than those who were already on the rolls at 
that time. The Social Security Statistical Bulletin for 1954 states 
that— 


the average old-age benefit awarded under the 1954 amendments was $66.36, an 
increase of $9.38 from the average amount awarded in 1954 under the 1952 
amendments * * * For old-age benefits * * * awarded * * * to beneficiaries 
eligible for the “dropout” (of unfavorable years) the maximum benefit of $98.50 
was payable in 35 percent of the cases. 


Table 24 of the statistical supplement for 1956 showed average 
awards of $75.49. Currently, the awards are still higher than the 
1954 and even the 1956 figures indicate though recent benefits are 
lowered by the unusual number of women retiring, many at reduced 
‘ates for earlier retirement. 

At the end of 1954, the average old-age benefit in current payment 


status was $59.14—with 3,775,134 beneficiaries. 

In January of this year, it was some $5 more, with 6,197,500 bene- 
ficiaries—many of whom were on the the rolls in 1954. 

The average for those coming on since 1954 has been much more 
than $5 above benefits of those on the rolls before then. 

This substantial variance in benefit levels presents very important 
considerations of equity between those on the rolls before 1954 and 
those subsequently coming on the rolls when you consider the presently 
proposed upward adjustment of benefits. ‘The present proposal dis- 
regards these equities. 


PROPOSALS TO EXPAND THE WAGE BASE ABOVE $4,200 


The pending bill would increase the wage base from $4,200 to $4,800 
and extending the benefit formula to $4,800. This change in base 
alone with increased benefit costs very little in the first few years. In 
the absence of provisions for dropouts in future years, it would be 
practically impossible for persons to average $4,800. The immediate 
net resutls of the coverage woull be to bring in considerable revenue. 
According to the Social Security actuary, without increasing the tax 
rate there would be a net addition to the fund of some $395 million next 
year, $545 million the ensuing year. 

Benefits later on would be substantially increased as persons gradu- 
ally built up wage averages above $4,200. We question the equity or 
wisdom of making this change. 


29743-—58 16 
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It would seem highly questionable to broaden the wage base for 
the purpose of helping to presently finance benefit increases. It is 
not compatible with the general concepts of the system to levy the tax 
on wages between $4,200 and $4,800 for this purpose. 

Whatever decisions are made with respect to extending the wage 
and benefit base should be determined on the merits of the proposal 
as related to the higher earnings groups concerned—not on the basis 
of obtaining revenues to increase benefits of other people. 

In making any decision as to increasing the wage base, it would 
seem essential to examine carefully the implications of this action. 
We are all perhaps agreed that the conception and purpose of the 
OASI system itself requires some limit on both the maximum benefit 
it will pay and the maximum pay it will tax. 

The fundamental question is what level the maximum benefit should 
be and what earnings level should entitle the earner to this benefit. 

All students of the history of the system remember that the original 
proposal in 1935 was to pay maximum benefits to a person who earned 
$150 per month. Persons earning more than $250 were to be excluded 
from coverage. 

Instead, Congress decided to cover them, but to limit the tax base 
to $250 per month—the basis of establishing the original $3,000 wage 
base—solving an administrative problem which would arise if people 
went into and out of coverage depending on their wages. 

Again, we should face this wage-base issue, not on the basis of what 
was done in 1935 or in 1950 or in 1954, but what we feel is now com- 
patible with OASI’s basic purposes. Without question, $4.200 per 
year is typical of the average gainfully employed person—$4,800 is 
not. It is our position that the maximum benefit should be paid to the 
$4,200 man. 

It is appropriate in this connection to point out that there should 
be no departure from the “basic floor of protection” concept. The 
present tax base and benefit ceiling are adequate under that concept. 

We feel that the limiting point of Government benefits is critically 
important as it marks the point where the individual must rely on his 
own efforts and thrift, which, in the aggregate, is a vital basis of our 
economic system. 

We would like to remind the committee that the best interests of our 
people and likewise the national interest is served by unflagging re- 
spect for and adherence to, the all-important doctrine of the dignity, 
responsibility, and sovereignty of the individual. 

Employers, unions, and especially government should foster at all 
times, in all ways, the freedom of the individual action and initiative in 
the planning of a career, in the fulfillment of each cherished aspira- 
tion, and in the management of the fruits of personal accomplishment. 

Compelling an individual to pay taxes to support benefits in social 
programs is justified only to the extent required to insure that he and 
his dependents will not become dependent on public charity. 

Protection beyond this point should be a matter of individual 
choice—not compulsion. It is a matter of personal freedom which 
no law should abridge. 

PAY AS YOU GO 


On former occasions, when the system was revised, much additional 
revenue was immediately secured by extending coverage to millions 
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of new social-security taxpayers, none of whom could expect any 
benefits for some time. This new revenue masked the fact that benefit 
expenditures were growing very rapidly and, except for the new cover- 
age, would have shortly required tax adjustments. 

In sharp contrast with these former occasions, we are presently 
faced with a substantial current deficit and much larger prospective 
deficits. The trustees’ report shows that even in 1962, when taxes are 
scheduled to increase, disbursements may still exceed income. 

As I shall point out, the pending bill, while levying higher 
taxes, would use the bulk of the additional revenues for higher benefits 
and would at most tend to reduce this deficit rather than wipe it out. 

The prior situation, whereby through extension of coverage, sub- 
stantial revenues were brought in without any immediate substantial 
increase in benefits, no longer exists—for coverage is now almost 
universal, excluding no substantial groups other than civil servants 
and doctors. 

The National Association of Manufacturers has long favored pay- 
as-you-go financing, with a reasonable reserve to meet economic situa- 
tions such as we presently face. 

But it is one thing to draw on the reserve to meet what we hope is a 
temporary recession, and quite another to add permanent and in- 
creasing financial commitments to the system. 


BENEFIT INCREASES 


On reviewing the proposed benefit increases of H. R. 13549, par- 
ticularly in view of the current deficit situation, NAM members have 
been deeply concerned. I should like to give a few figures as to what 
has been happening and what we face if there is to be not only the 
natural growth in OAST benefit costs, but what can be described as 
the preelection political increases as well. 

After the 1950 amendments—assisted by the 1952, 1954, and 1956 
amendments—benefits increased from $1.9 billion in 1951 to $7.3 in 
1957. 

What do we face in the similar period 1959-65? The 1956 estimates 
indicate benefits of $10.5 billion for 1965. Estimates of the current 
bill are for $12.8 billion—this is an increase of some 17 percent over 
the 1956 estimates—far above the estimated 7 percent increase of the 
amendments; when we examine the realities of estimated and actual 
expenditures for 1957, we find that instead of the estimated $6.83 
billion for that year, actual expenditures were $7.35 billion. 

Estimated contributions were $7.26 billion, actual $6.83 billion. So 
there would be no reason for surprise if both the 1956 estimate and 
current bill estimates for 1965 may not also be very much larger than 
estimated, and the actual expenditures for 1965 a billion or so dollars, 
or more, above these estimated. 

Likewise estimated future receipts may again turn out to be seriously 
overestimated. We could then be currently and deeply in the red. 
We simply do not know. 

Shortly after the 1956 amendments actuarial cost estimates were 
prepared for the Committee on Ways and Means, dated July 23, 1956. 
These showed, page 14, 1956 contributions of $6,747 million and 1957 
contributions of $7,259 million. 
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But the actual contributions, according to page 36 of the Ways and 
Means Committee report accompanying H. R. 13549, were $6,172 
million for 1956—$575 million less than was estimated. 

Contributions for 1957 were $6,826 or some $433 million less than 
was estimated. Another large difference in estimates was for benefit 
payments. These were estimated at $6,829 million, but the actual 
payments were $7,347 million—some $518 million more than estimated. 

The 1956 estiniates showed the trust fund to be $23,786 million at 
the end of 1957. The actual balance is shown in the current report as 
$22,393 million—-$1,393 million less. 

We have no basis for believing that the estimates accompanying 
H. R. 13549 for 1958 and ensuing years will turn out to be any more 
accurate than the ones made in 1956 proved to be for that year or for 
1957. 

It was estimated in 1956 that contributions for 1958 would be $7,336 
million. It is presently estimated that they will be approximately 
the same—$7,297 million. This figure is some $471 million larger 
than was the actual for 1957. Why “it should be any larger,if as large, 
is certainly not demonstrated. 

Even with this big estimated increase in contributions, the current 
estimate shows the trust fund at the end of next year at $20,971 mil- 
lion—while the 1956 estimate showed that it would be $24,537 million. 
If the trust fund actually turns out to be this current figure, it will 
be $3,566 million less than was estimaed 2 years ago. 

There is one point certain—current operations are very seriously 
in the red, and in the face of that, the current bill proposes to greatly 
increase benefits. 

If we look to the current estimates, these indicate that there is to 
be collected from employers, employees and the self-employed next 
year under the new tax schedule $1.8 billion more than the $6.8 billion 
collected in 1957. 

That is a more than 26 percent increase in the old-age and survivor 
tax burden. This raises three questions: (1) Will this huge increase 
actually be realized; and (2) what this burden will do to the general 
income taxes on business and to the price levels; and (3) what will it 
do to business which has been looking hopefully to tax relief. 

There is a fourth question. What does it do to the young person 
raising a family and making $4,800—whose social security taxes as 
presently scheduled will be $94.50 in 1959 if he is an employee and 
$141.75 if he is self-employed ? 

The answer to this question is mathematically simple. His taxes 
if he is an employee will be increased in 1959 to $120, if self-employed, 
they will be increased to $180—in either case almost 27 percent. 

These are the hard realities of the situation—higher and more bur- 
densome contributions, scheduled for after the coming election, and an 
increase in benefits effective for the month of the election. 

According to the current estimates even these increased taxes will 
be insufficient. The trust fund, it is estimated, will be $21.6 billion at 
the first of next year and less than $21 billion at the end. 

As I have stated, there is certainly no reason judging from the 1956 
estimate, to believe that the deficit will be this small—it may prove 
to be a billion more. 


Actio1 
be inco! 
Security 
in 1956, | 

Furth 
be acted 
system’ s 
“such a 
Advisor 


Such : 
progran 
furnish 
I under 
hearing’ 
on relat 
United | 


Besid 
precedi 
and Fe 

Publi 
eral gre 
the last 
public a 

Histo 
expensi 
develop 
tion am 
and the 

The } 
are ben 
of clear 
of the | 
assistan 
areas. 

Ther 
approp 
Numer 
are befe 

Shou 
assistar 
public, 

In d 
amount 
that the 
to me t 





SOCIAL SECURITY 239 
ADVISORY COUNCILS 


Action at this time liberalizing benefits and increasing taxes would 
be inconsistent with your 1956 action. The Committee on Social 
Security Financing, established pursuant to your legislative mandate 
in 1956, has not completed its work. 

Furthermore, it seems appropriate that the Secretary’s suggestion 
be acted upon of establishing a new Advisory Council to review the 
system’s benefit structure and other major questions. As he stated, 
“such a study now also would have the benefit of the findings of the 
Advisory Council on Social Security Financing.” 


OVERALL STUDIES OF BENEFITS 


Such an Advisory Council could and should study the Federal grant 
program for sharing costs of State public assistance systems. It could 
furnish thoughtful and well-documented answers to questions which 
I understand have been raised by committee members at the current 
hearings—for example, whether the variable grant approach based 
on relative per capita State incomes to the per capita income of the 
United States should be adopted in lieu of the present formula. 


PUBLIC ASSISTANCE PROBLEMS 


Besides its work on the benefit structure of OASI, the Council, like 
preceding councils could and should go into the programs, purposes 
and Federal grant structure of public assistance. 

Public assistance programs are being increasingly financed by Fed- 
eral grants under the provisions of the Social Security Act. Over 
the last 20 years, there has been recognized interrelations between the 
public assistance programs and the OASI program. 

Historically, OASI was adopted as an alternative to the otherwise 
expensive development of public assistance. Both programs have been 
developed to the end of meeting the dependency problem of destitu- 
tion among the aged, the blind, the otherwise permanently disabled, 
and the problem of dependent children. 

The present situation, for better or worse, is that many individuals 
are benefit recipients under both program, and there has been a lack 
of clear definition, both of the respective roles of these programs and 
of the role of the Federal Government and the States in the public 
assistance program. The new Advisory Council should explore these 
areas. 

There are, as the committee knows, basic questions respecting the 
appropriate Federal and State roles in the field of public assistance. 
Numerous bills dealing with State policy and administrative practices 
are before your committee. 

Should or should not, States take liens on the property of public 
assistance recipients? Should data about a recipient ever be made 
public, and if so, under what conditions ? 

In determining an individual’s need, should or should not some 
amount of earnings or property be ignored? While it is my belief 
that these are matters which should be left to State decision, it seems 
to me that if your committee expects to give any consideration to the 
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many pending bills in this field, it should be after study and delibera- 
tions by an Advisory Council such as is suggested by the Secretary, 

The pending bill has provisions for increasing Federal public assist- 
ance grants. Our organization feels that the primary question is not 
increasing, but rather of an orderly Federal withdrawal from financial 
participation in public assistance. 

As indicated by the Secretary of Health, Education, and Welfare, 
in a previous statement : 

Since 1946, the welfare appropriations of State and local governments have 
dropped from 10.8 percent to 8.6 percent of their total expenditures. 

In this same period, the Federal Government’s expenditures for public assist- 
ance have increased by more than $1 billion until they are now 3 times as large 
as in 1946. 

The estimated first year’s cost of the pending bill would be $288 
million. This assumes that States would not increase the expendi- 
tures from their own funds. Such increases may be expected and 
would increase the Federal grants from $1 to over $2 for each dollar 
increase in local expenditures. 

Of course, gentlemen, there is no special tax to provide those funds. 
It is out of general revenue and would go to increase the national debt. 

That there should be a withdrawal from public assistance grants as 
the Federal contributory system progressively provides security for 
the otherwise needy has been long recognized. 

As far back as 1950, when total old- age and survivors’ insurance 
benefits were $961.1 million, the Senate Finance Committee stated in 
its report : 

In view of the extensive revisions in the old-age and survivors’ insurance pro- 
gram in the bill your committee believes that a beginning should be made in re- 
ducing Federal participation in supplementary old-age assistance payments made 
to beneficiaries of old-age benefits under the insurance program. 

A committee amendment to this end passed the Senate, but failed in 
conference. 

With current old-age and survivors’ benefits—some seven-eighths 
of which go to old people—now at an annual rate some 9 times the 
1950 rate, and shortly to be 10 times that rate, we believe that it is 
time to critically reapraise the entire area of Federal financial par- 
ticipation in public assistance. This could be included in the impor- 
tant tasks of the suggested Advisory Council. 

Might I point out ‘that the present temporary public assistance grant 
formula expires June 30, 1959, and that an Advisory Council could 
consider and report on public assistance issues, and Congress can act 
on these well before the present temporary grant formula expires. 


CONSOLIDATED REPORTING—-WAGE AND PAYROLL DATA 


We have noted with appreciation that the Department of Health, 
Education, and Welfare and the Treasury Department have again 
recommended legislation to consolidate the wage reports that employ- 
ers make to the Government for social security and for income tax 
withholding purposes. 

In essence, employer-filed statements of wages and of tax withheld 
which are now prepared annually would be used for old-age, survivors, 
and disability-insurance purposes as well as for income tax. This 
would make unnecessary the filing of detailed quarterly reports by 
employers of the earnings of each of their employees. 
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This suggestion for consolidation of employer payroll reporting 
with its attendant economies for all concerned has been under con- 
sideration for several years. 

Nevertheless, the pending bill, despite its manifold changes, does 
not contain this proposal for reducing both Government and private 
administrative costs. 

We sincerely hope that you will include these recomended changes 
in any social-security bill you act upon. 


DISABILITY BENEFITS 


In reporting out H. R 7225 which, as amended became the 1956 
social-security amendments, the Ways and Means Committee stated: 

Your committee has designed a conservative program of disability-insurance 
benefits. Under the bill eligibility for these benefits will be limited to persons 
who, through a record of work over a considerable period of time, have demon- 
strated a capacity and a will to work and who at the time of their disablement 
have had recent work. 

Under your committee’s bill if another Federal disability benefit or a State 
workmen’s compensation benefit is also payable to the disabled individual, the 
disability-insurance benefit would be suspended if it is smaller than the other 
disability benefit; or, if larger, it would be reduced by the amount of the other 
benefit. 

The bill also limited the benefits to the worker himself. It paid 
no family benefits. 

These provisions were normal precautions to limit benefits to persons 
suffering a wage loss and to preserve incentives for recovery and re- 
turn to work. 

The pending bill would pay benefits to a person who had not worked 
for several years before becoming disabled. It would pay benefits 
without regard to the fact that he was drawi ing adequate benefits un- 
der workmen’ s compensation. 

It would make disability benefits retroactive for as much as 12 
months before the person applied. In short, it would eliminate the 
safeguards adopted in 1956 as necessary and appropriate in limiting 
the system to its social purpose. 

Certainly the short experience with the system affords no basis for 
this action at this time. 

In conclusion, I should like to devote a little time to some broad 
economic implications of the bill under consideration. 

First, let me emphasize that we are not fighting social security but 
are against unsound social security. We are firmly convinced that the 
cost must be held to a level which can be supported, otherwise it can- 
not be sound. In determining what costs can be supported, too much 
credence must not be placed upon cost estimates of a proposed bene- 
fit liberalization. There is no known method for making exact pro- 
jections for 5, 50, 60, or 70 years. 

Second, the pending bill will increase tax payments next year and 
in all future years. Next year, according to the estimates, social-se- 
curity taxes would be $1.8 billion above those paid in 1957. This is a 
terrific extra burden for 1959 which may not be as good a year as 
1957. 

In public assistance the estimate is an increase of $288 million in 
grants next year. But that estimate is on the assumption that States 
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do not increase their own appropriations—and many are almost cer- 
tain to make such increases. 

The estimates also assume, apparently that States will not add peo- 
ple to their rolls. But they will doubtless do this—as many can do 
so with little or no extra cost to the State and in some cases the State 
can actually make money by so doing. 

Finally, an increase of prices—which is what this bill will neces- 
sitate—might well throw us back into recession. That certainly is not 
what this committee, nor the Congress, wants, and it is not what the 
public either wants or, if it understands the issue, will stand for 
politically. 

We firmly believe that the changes proposed in the pending bill 
should not be adopted as a hasty preelection liberalization. ‘There 
should be no changes made until the Advisory Committee has made its 
report and its suggestions have been thoroughly considered. 

Senator Lone. Thank you very much, Mr. Fonda. 

Mr. Eugene McCrary. 

Let the record show that Mr. McCrary is accompanied by Mr. Wil- 
liam P. MacCracken, Jr. 


STATEMENT OF V. EUGENE McCRARY, COLLEGE PARK, MD., ON 
BEHALF OF THE AMERICAN OPTOMETRIC ASSOCIATION, ACCOM- 
PANIED BY WILLIAM P. MacCRACKEN, JR., WASHINGTON 
REPRESENTATIVE 


Dr. McCrary. Mr. Chairman and members of the committee, m 
name is V. Eugene McCrary. I am an optometrist practicing in Col- 
lege Park, Md., and for the past year have been a member of the de- 
partment of national affairs of the American Optometric Association. 

During 1944 and 1945 I served as a naval air gunner and a member 
of a combat aircrew. Following my discharge, I took an accelerated 
preoptometry course with the result that I was able to acquire in 1 
year college credits which would normally take 2 years. 

I then spent 3 years at the Northern Illinois College of Optometry, 
from which I graduated with the degree of doctor of optometry. Fol- 
lowing graduation, I passed the examination given by the State board 
of optometry in South Carolina and practiced for 2 years with my 
father, who is an optometrist in Greenville,S.C. During this period 
I was commissioned as an optometrist with the rank of ensign in the 
Medical Service Corps of the United States Naval Reserve. 

During 1951 and 1952, I was again on active duty with the Navy. 
This time as an optometry officer. I was promoted to lieutenant junior 
grade, and now hold the rank of lieutenant in the MSC, USNR. 

I am chairman of the executive board of the Maryland Optometric 
Association, and in addition to my private practice I am serving as 
optometric consultant to the Naval Research Laboratory on problems 
of industrial vision. 

I am also president of the Lions Club of College Park, Md., and en- 
gaged in other civic activities. 

Our national association, like most others in the health field, is 
composed of individual members in each of the 48 States and the 
District of Columbia. In most instances the individual joins the local 
or State association and at the same time becomes a member of the 
national organization. 
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There are two groups which provide the professional services essen- 
tial to the care and preservation of the vision of the American people. 
Perhaps the members of this committee are familiar with the services 
performed by these two groups. However, for the benefit of those 
who may not have this information at their fingertips, may I submit 
the following by way of introduction. 

The optometrists, the group to which I belong, is composed of those 
specially trained to examine the eyes of their patients for defects in 
vision. When these are caused by conditions which either partially or 
wholly require medication or surgery, the patient is referred to a 
physician. The physicians who specialize in the care of the eye 
are known as ophthalmologists or oculists. Between 70 and 80 per- 
cent of those in private life who seek professional advice for their 
vision problems consult optometrists. 

The ophthalmologists or oculists are the other group. Any physician 
who specializes in eye work may call himself an oculist or ophthal- 
mologist, but those who are certificated by the American Board of 
Ophthalmology have taken postgraduate work in the eye, have com- 
pleted a residency in an eye clinic, and passed the board’s examination. 
They are especially trained to perform eye surgery and to treat dis- 
eases of the eye, as well as to refract. They are in short supply, both 
in private practice and Government service. 

In all 48 States and the District of Columbia, either by statute or 
regulation having the force of law, a person now seeking an original 
license to practice optometry in one of these jurisdictions must be a 
graduate of an approved school or college of optometry, each of 
which requires a minimum of 5 years of study at the college level—3 
of which are devoted exclusively to their specialty. 

All optometrists who have less than 10 years of professional prac- 
tice have had this training, and in addition have passed at least one 
State board examination. Those who do not have this educational 
background have compensated for it by more than 10 years of active 
practice. 

In some States they now require a candidate for the State board 
examination to serve a period of internship, but this is the exception 
rather than the rule. The approved schools and colleges of optometry 
are: The Massachusetts College of Optometry, located in Boston, 
Mass.; Pennsylvania State College of Optometry, located in Phila- 
delphia, Pa.; Ohio State School of Optometry, at Columbus, Ohio; 
Indiana School of Optometry, Bloomington, Ind.; Illinois College of 
Optometry, Chicago, Ill.; Southern College of Optometry, Memphis, 
Tenn. ; the School of Optometry of the University of Houston, Hous- 
ton, Tex.; Los Angeles College of Optometry, Los Angeles, Calif. ; 
School of Optometry at the University of California, Berkeley, Calif. ; 
and School of Optometry, Pacific University, Forest Grove, Oreg. 

The current announcement of the School of Optometry of the Uni- 
versity of California, for example, requires the students to take as 
a prerequisite to their professional training a course in physiology 
of the visual system, followed by a course in pathology of the eye, 
which includes lectures and demonstrations dealing with the iden- 
tification of pathological conditions in the eye and the manifesta- 
tion of systemic disease as indicated by the eye, and in the final year 
an advanced course in pathology of the eye, with particular reference 
to the application of the knowledge obtained in the preceding courses 
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in the determination of diseases of the visual system in clinic patients, 
This is typical of the courses given in the other schools and colleges 
of optometry. 

Prior to 1950, optometrists in many jurisdictions were barred from 
participating not only in the aid to the blind program, but because of 
the misinterpretation of the regulations promulgated by the Social 
Security Administration, all other vision programs supported by 
State funds. 

To correct this situation, the 1950 amendments to title X of the 
social-security law provided that for a State program to be approved 
to share in the Federal funds for aid to the blind, it must make avail- 
able the services of optometrists to the recipients of such aid. 

This does not mean that applicants for this type of assistance must 
go to an optometrist, nor are the findings or recommendations of the 
optometrists binding on the State authorities. As far as we have 
been able to learn, this program has for the past 8 years worked 
smoothly in practically all jurisdictions. 

Congress, in passing the draft doctors law, with its various amend- 
ments, the Medical Service Corps Act of 1947, and the recent amend- 
ment to the Veterans’ Benefit Act of 1957, has recognized not only the 
need but the propriety for utilizing in health care programs the pro- 
fessional services of optometrists and disciplines other than medicine. 
In the Army, Navy, and Air Force there are on active duty at the 
present time more than 300 commissioned optometrists, with ranks 
ranging from second lieutenant to colonel in the Army and Air Force, 
or their equivalents in the Navy. 

One of the stumbling blocks to the utilization of the services of 
optometrists in Government-supported health programs is the fact 
that in legislation, regulations, and Government publications the 
term “medical care” is used to include not only care which must be 
rendered by a duly licensed physician, but also care which can prop- 
erly be rendered by qualified and dedicated practitioners in specialized 
fields, such as osteopathy, podiatry, optometry, chiropractic, and at 
times even dentistry. 

To deny the recipients of health-care programs the freedom of choice 
of a duly qualified practitioner is un-American and contrary to the 
public welfare. In Fact, in some jurisdictions the State attorney gen- 
eral has ruled that it was illegal to bar from State-financed programs 
a duly licensed optometrist from participation within the scope of 
his license to practice. 

Everyone is conscious of the shortage of physicians and vast sums 
are being expended to enable those seeking to acquire a medical educa- 
tion to realize their desire. It is therefore illogical and contrary to 
the public interest to discriminate against any group with special 
qualifications that can lighten the burden which rests upon the medical 
profession. 

Certainly the individual should be free to choose his practitioner 
regardless of whether he is bearing part of the expense or whether 
it is all borne from State and Federal appropriations. 

When the hearings were held by the House Ways and Means Com- 
mittee, our Washington representative, Mr. William P. MacCracken, 
Jr., submitted a proposal that was broad enough to make available 
to the beneficiaries of any program financed in whole or in part by 
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Federal aid, the services of all duly licensed practioners within the 
scope of their practice as prescribed by the laws of the jurisdictions 
in which the services were rendered. He has advised me that there 
might be some objection to an amendment which was as broad as 
that suggested to the House committee, and therefore we are sub- 
mitting to this committee a proposed amendment which applies only 
to the utilization of the services of duly licensed optometrists. 
This amendment is as follows: 


Amend H. R. 13549 by adding at the end of said bill the following: 










“DECLARATION OF POLICY REGARDING UTILIZATION OF OPTOMETRISTS 







SEc. 705. The Congress hereby declares that it is in the public interest that 
the services of optometrists should be available to beneficiaries of health programs 
financed in whole or in part by funds appropriated from the Treasury of the 
United States. Nothing in this Act or in any other Act authorizing health 
programs shall be construed to exclude the utilization of the services of optom- 
etrists within the scope of their practice as prescribed by the laws of the juris- 
diction in which the service is rendered.” 

Both amendments we believe to be in the public interest and are 
willing to abide by the decision of this committee as to which one is 
preferable. 

We appreciate the opportunity to make this presentation, and if 
there are any questions which the committee desires to ask, either of 
myself or Mr. MacCracken, who accompanies me, we will endeavor to 
answer them to the best of our ability. 

Senator Lone. Thank you very much. 

Mr. MacCracxen. Mr. Chairman, may I suggest that this other 
amendment might also be incorporated in the record following his 
statement. That is the broader one which applies to any duly licensed 
practitioner, not just to optometrists. It is in line with what was 
submitted to the House, so that this committee has a choice. 

Senator Lone. That will be included in the record, sir. 

(The amendment referred to follows :) 

Amend H. R. 13549, by adding at the end of said bill the following: 

“Sec. 704. It is hereby declared to be the intent of Congress that the services 
of all duly licensed practitioners within the scope of their practice as prescribed 
by the laws of the jurisdiction in which the service is rendered shall be made 
available to all beneficiaries or recipients of Federal aid and to that end the 
term ‘health care’ shall hereafter be deemed to supersede the term ‘medical 
care’, save and except where the service to be rendered can only be performed 
by a duly licensed doctor of medicine.” 

Senator Lone. Mr. W. Rulon Williamson. Will you proceed, Mr. 
Williamson. 


STATEMENT OF W. RULON WILLIAMSON, RESEARCH ACTUARY, 
WASHINGTON, D. C. 

































Mr. Witx1aMson. I am speaking briefly today against the Social Se- 
curity Amendments of 1958, as presented in House Report No. 2288. I 
touch separately upon old-age and survivors benefits, permanent total 
disability benefits, and public assistance benefits. 

1. Old-age and survivors insurance: During the calendar year 1957, 
the OASI trust fund was reduced by $127 million. Table 4 in 2288 an- 
ticipates a further loss of $600 million in 1959, after a 1958 loss of $800 
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million. The tax increase of one-half percent scheduled for 1959 is not 
expected to entirely counteract the deficiency of that year. 

1960, 1963, 1966, 1969 each call for a further tax increase of 1 per- 
cent, reaching 814 percent in 1969, when the rate is scheduled to be 
more than double that of 1958, and applied to a higher maximum wage, 
On page 2 is the further warning of constant adjustment in “a dy. 
namic society”—no guaranty of any maximum rate or maximum taxed 
wage. 

The man entering the labor market in 1969 with a tax of 814 per- 
cent on $4,800 top wage, accepting the idea that both taxes represent 
part of his earnings, may well resent the extent of the charity de- 
manded from him in behalf of the then aged and broken families, 
He could quite logically believe—as many do today—that, allowed 
the money in cash, he could go far to meet his own responsibilities, 
through life insurance and investments, with the advantage of interest 
accruals, not much present in OASI. 

Last year, the awards or new claimants of 1957 represented a total 
potential outlay during the full period of benefit receipts for those 
persons, of some 10 percent of the taxable wages, or 214 times the 
4-percent tax rate of the year. 

Report 2288, in table 6, shows for the distant year 2020, low and 
high estimates, first of benefit payments of $36 and $45 billion, and 
next of trust-fund balances of $698 billion and nothing. With the bi- 
ennial congressional adjustments now coming to be expected from the 
pattern of the last decade, no one can be much concerned over the 
accuracy of these projections. And no one can take very seriously, 
either, the idea of benefits stabilized after year 2020, on into perpetuity, 
after noting an increase of a third from 2000 to 2020. 

H. R. 13549 makes worse four undesirable features in OAST: 

There is too wide a range in individual benefits from minimum to 
maximum. ; 

The family benefits provide too large a percentage of the average 
wage for low incomes. 

The aggregates of life insurance are fantastically large and too 
large a percentage of all life insurance in the country. 

The windfalls to the current aged are very large, the most to the 
least needy. 

2. Permanent total disability cash benefits: 

PTD benefits were included from age 50 to age 65 for men and age 
62 for women, in 1956. There were many restrictions. It takes many 
years for natural or imposed selection to wear off, and for benefits to 
reach dangerous proportions. One important example comes to mind 

where a PTD protection ran for 13 years at 20 percent of “the ex- 
pected”—50 percent in year 13—and then jumped to 200 percent in 
year 16. Drastic changes in overall conditions quadrupled the claim 
rate in 3 years. 

Other experiences with disability have shown that one may double 
the rate of individual benefit and quadruple the aggregate claim pay- 
ments. I decidedly question the validity of the statement on page 5: 

All of the recommended improvements in the disability provisions of the pro- 


gram can be adequately financed from the contributions already earmarked for 
the Federal disability trust fund. 
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The relative attractiveness of the amended benefits and the 1956 re- 
stricted benefits cannot be so easily sized up, after only about a year 
of claim payments. Dropping out the safeguards is apt to greatly 
expand the amount of the benefits. An “actuarial balance” that is 
redundant by only 0.01 percent out te-infinity, on an “intermediate 
estimate,” would seem to have a long way to go on a very slender mar- 


n. 

3. Public assistance: Due to the absence of early benefits under 
OAB, and its successors OAI and OASI, public assistance was the 
main source of benefits at least up to 1950. Now, after more than 
a score of years of operation, the contrast between the philosophies of 
New Jersey and the District of Columbia on the one hand, and of 
Louisiana and Colorado on the other, indicates that there is no com- 
monly accepted doctrine as to the purpose and structure of public as- 
sistance. The State of Indiana once set down its conviction that local 
benefits ought to be paid locally, without a pretended subsidy from 
Washington funds. At a time of Federal deficit this makes much 
sense. 

So the effort in 1958 to introduce the dubious philosophy of Federal 
variable grants, to force $300 million extra Federal money upon the 
States, seems apt to make for still less sound administration than to- 
day. The encouragement of irresponsibility, of family desertion, of 
illegitimacy, of erratic personal bookkeeping, were indicated in the 
hearings of the Curtis subcommittee of 1953, and in many other dis- 
cussions on the pitfalls of public assistance administration. 

Certainly, too, it would take a wizard of an individual taxpayer to 
follow through his share of tax payment made locally, through the 
State and through the Federal Government toward the burgeoning 

ublic assistance accounts. The suggested hope in 2288 that after 

00 million more Federal funds are allotted to the States, those 
States, saved $300 million, should then add that amount to their own 
mymente again, seems exactly the wrong aspiration. 

can see no reason for hamstringing still more the sense of local 
seenponer for minimizing pauperism. The whole system should 
go back to the States, and the Federal Government should withdraw 
its subsidy. 

Conclusion: The proposal to put a billion extra Federal dollars 
into these systems in 1959 at a time of serious budget deficiency, and 
to make permanent even worse extras thereafter, seems inflationary 
and prejudicial to personal and family self-sufficiency. It would 
be better to await the report of the Advisory Council on the Financing 
of Social Security. They, as well as the Congress, have “a bull by the 
horns”—a tough assignment. H. R. 13549 tremendously complicates 
it. 

The paragraph on page 2 of 2288 which says that— 

12,000,000 now rely on monthly checks from the social security system as “the 
foundation” — 


and I quote “the foundation” — 
of their security— 


seems an abdication of belief in our personal capacity. We own 
homes and gardens and automobiles, have life insurance, bank savings, 
Government bonds and other investments and power to choose. We 
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have personal resources, cohesive families, voluntary associations of 
many sorts. Those OASI checks could be a welcome extra, a supple- 
ment, but God forbid that OASI checks, so largely apology for infla- 
tion, should be the foundation of our security. — ‘ 

I have also enclosed for your reading a brief article which came 
out this week in Christian Economics, which I wrote last March, 
which covers the same ground in a slightly different way. 

(The article is as follows:) 


OASI—A BULL By THE HorNs 
W. Rulon Williamson, former actuarial consultant to the Social Security Board 


It was some 24 years ago (June 29, 1934) that President Franklin D. Roosevelt 
appointed a Cabinet Committee on Economic Security to make “recommendations 
concerning proposals which, in its judgment, will promote greater economie 
security.” The Committee was authorized to use such batteries of experts, con- 
sultants, advisers, and working staff as could be brought together for the 
purpose. 

CRASH PROGRAM 


From the vantage point of hindsight, it seems clear that this group of a few 
hundred persons was geared to launch a crash program under a wide variety of 
compulsions which included : 

(a) The intent to catch up with Europe in the governmental assumption of 
personal responsibilities. 

(b) To transcend the fear of unconstitutional action. 

(c) To minimize the belief in the individual’s ability to budget his own earn- 
ings for the present and the future. 

(d@) To reverse the ascent from status to contract into the slide back from 
contract to status. 

(e) To keep early costs low by postponing benefits payment. 

(f) When making slightly delayed, largely free benefits, to allot the largest 
windfalls to the men of substance, hoping to gain their support for the program. 

Here in the United States, “insurance” was a good word, but it wasn’t a safe 
word for a Federal enterprise. Insurance was a province regulated and super- 
vised by the sovereign States. Premature use of the word would be prejudicial 
to the evolving program. It seemed necessary to ease in the Federal direction 
of the program as a modern way of thrift, claiming that the system was inevitable, 
and, once established, permanent. 

Thus, the Social Security Act of 1935 came into being. Within that act, titles 
II and VIII outlined benefits and taxes, old-age benefits (OAB), and payroll 
taxes. For this pair of titles the use of the word “insurance” was deferred until 
the Supreme Court ruled the arrangement constitutional on May 24, 1937. The 
brief presented to the Supreme Court had said it was not insurance, but gratuities 
or relief and general taxation. 

But with the bogey of unconstitutionality laid, the Social Security Board 
changed the name of the Bureau of Old Age Benefits into the Bureau of Old Age 
Insurance. In 1939 the addition of benefits for survivors and dependents of 
covered employees brought another change in name to the Bureau of Old Age 
and Survivors Insurance (OASI). 


FINANCIAL RESULTS 


OAST has now (including that initial OAB) been in operation for 21 years under 
a steadily shifting set of rules and kaleidoscopic philosophies. As 1958 dawns, 
with a higher ceiling for the national debt, with the OASI account outside of 
the regular budget, with the OASI trust-fund assets a part of the national debt, 
with the buying power of each saved dollar constantly shifting—mainly sbrink- 
ing—a laconic review of OASI financial results should be illuminating. 

1. The number of people covered in 1937 amounted to 32,800,000, while in 1957 
the coverage was 97 million. 

2. The earmarked social-security tax collection for 1937 amounted to $514 
million, but for 1957 it had jumped to $6,826 million. 

In other words, while the number of people covered increased threefold in 
that period, the “take” from them increased thirteenfold. 
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8. The benefits and administrative expenses for 1937 amounted to $1 million, 
jumped to a little over $1 billion in 1950, and then up to $7,509 million in 1957. 

To recap this change from 1937 to 1957, the coverage has tripled, the tax col- 
lection has grown thirteenfold, and the expenditures have risen seven-thousand 
five-hundred-fold. 

4. The unused portion of the taxes coilected went into a trust fund—Federal 
bonds—on which interest was allotted (from general taxation). This trust fund 
at the end of 1937 (with a little added velvet from appropriations) was 766 times 
the 1937 benefit payment. In 1950 it was down to 13 times the 1950 benefits 
payments. At the end of 1957 it was down to three times the 1957 benefits 
payments. 

5. The percentage of the payroll taxes of the year allotted to the trust fund 
was 149 percent in 1987, 62 percent in 1950, 8 percent in 1956, 0 percent in 1957. 


YEAR OF CROSSOVER 


In 1957, the tax collection on OASI was $6.8 billion; the expenditure, $7.5 
billion. The margin in the taxes had completely disappeared. Curves showing 
income and expenditures, year by year from 1937, with the income values above 
the expenditures, have reached the year of crossover, with the expenditures 
above the income. 

The trust fund of $22 billion is only about a third of any orthodox claims re- 
serve for the benefits in process of payment. The awards, the new claims, of 
1957 represent a sum of from $18 billion to $20 billion, an amount for 1 year’s 
additional claims not far short of the entire trust fund. While the tax base is 
4 percent of taxed payroll, these claims of the year portend payments to these 
claimants and their dependents of 10 percent of payroll. 

Life insurance, under traditional actuarial direction, deals with the contin- 
gencies of life and death. It has evolved dependable, workable methods of 
premiums, reserves, claim recognition for its trusteeship, based upon the con- 
cept of individual contracts. Federal open-end accounts add many special fea- 
tures, such as the taxability of employers, the taxability of workers, the pooling 
of persons of both sexes, different ages, varying family responsibilities, varying 
earnings, changing employment conditions, and many other factors—the most im- 
portant one being the constant threat of amendment. Voluntary assessment and 
fraternal associations ran into serious trouble in attempting such open-end pro- 
tection, reorganization having been required over and over again in the early 
years of the century. The actual experience of OASI demonstrates again the 
inability of nonfinancial legislators and bureaucrats to handle the economic cal- 
culations involved. 

UNABLE TO FORECAST 


Skilled actuaries are unable to forecast the future results of such open-end 
accounts, especially when biennial changes in the structure are possible. They 
can give illustrations of potential future situations by making assumptions as to 
values of factors beyond their control. They find it wise to give at least a low 
and a high set of assumptions, and consequent illustrations. When they do 
so, those using the data have heen taking mean values between the two illustra- 
tions and using that mean as though it were a specific prediction. 

Such nonactuarial discarding of the warning inherent in the caution, “We 
cannot accurately predict,’ has resulted in an unwarranted optimism. Some 
of those so using the synthetic cost structure as valid must be recognized as 
ignorant persons, working beyond, their skills, or charlatans with lack of re- 
sponsibility. Under this situation, the amendments to the OASI structure of 
1950, 1952, 1954, and 1956 have resulted in the above-outlined developments. 

Two examples of a wide deviation in the experience from much-used illus- 
trative projections made long in advance should be sufficient : 

1. At the time of the 1935 act, a prepared schedule of prospective tax collec- 
tions and benefit payments and reserve accumulation indicated expected reserve 
in 1980 of $47 billion. The progression was carried through, year by year, for 
the period 1937-80. The 1955 projected benefits were $888 million. The actual 
expenditure of 1955 in the manipulated evolying structure was about $5 billion, 
or nearly 6 times the amount set down illustratively for 1955 by the actuarial 
consultants of the Committee on Economic Security and the then Government 
Actuary. 

2. In 1943, the Office of the Actuary within the Social Security Administration, 
following the modifications of the system into OASI of the 1939 amendments 
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to the Social Security Act, made two constructs—a low and a high. An inter. 
mediate figure—used by many as the predicted figure—was $1.2 billion for bene 
fits of 1957. The actual expenditures, following the amendments of 1950, 1952 
1954, and 1956, reached $7.5 billion, or 6 times the figure used earier by non. 
actuarial people as a forecast for 1957—quoting the actuaries as authority. 


DANGEROUS PATTERN 


Since the Congress, compassionate as to human needs, sensitive as to what 
they feel to be voter attitudes, has set the pattern (the highly dangerous, and, to 
some extent, an irresponsible, pattern) of biennial increase in benefits, experi- 
ence shows that it is impossible to have any clear financial grasp as to what will 
happen in OASI. We can only say that the potential expenditure is enormous, 
Over a hundred bills are on hand for 1958 expansion. 


On the other hand, though, should the time ever come when we can no longer 
hold the bull by the horns, section 1104 of the Social Security Act—reservation 
of power—offers some possible relief to future taxpayers against the tremendous 
OASI taxload apparently accumulating. That section states: 


“The right to alter, amend, or al any provision of this Act i 
ana on: " d, repe y provision of this Act is hereby re 

Senator Lone. Thank you, Mr. Williamson. 

Mr. Howard J. Riordan. 

Will you proceed, Mr. Riordan. 


STATEMENT OF HOWARD J. RIORDAN, ARLINGTON, VA. 


Mr. Riorpan. First let me thank the committee for this opportunity, 
I appear today as an individual strictly, to express one individual’s 
reactions, and for the larger share of the early part of this afternoon 
I was afraid my reactions were the only ones of their sort in the pic- 
ture, but I have taken some heart in the last hour. 

My name is Howard J. Riordan, and I have requested the privilege 
of oe before you gentlemen of the Senate Finance Committee 
in order to state, as an individual citizen, some views which I firmly 
believe are sound and in the best interests of all of us as citizens, 
regarding the proposed changes in the Social Security Act which the 
House recently passed, H. R. 13549. 

Senator Bennerr. Mr. Chairman, may I ask Mr. Riordan to iden- 
tify himself, his residence and his occupation, before he makes this 
statement. 

Mr. Rrorpan. My residence is 3188 North Pollard Street, Arling- 
ton, Va. My occupation is that of a general agent for the John Han- 
cock Mutual Life aout Co., in Washington, D. C. 

Let me make clear that I am not opposed as a person to the basic 
principles of social security—provided there were some way of pre- 
venting them from becoming a eens paanrce football. However, 
as each election year finds a new bagful of goodies poured into the 
social security stew, it becomes increasingly clear that the problem of 
maintaining this system on a sound, equitable, and basic level is now 
a frightening one. ; ; 

By contrast, we are well on the road, it appears to me, to distorting 
the social-security system into a Gargantua which can, and probably 
will, eat into our moral and financial well-being like a monstrous can- 
cerous growth. Selfishly, I would like a social-security program which 
would provide $500 or $1,000 per month for me as long as I live after 
age 50, and for everyone else; which would also provide this income 
if I felt sick or became disabled; which would pay all my bills in 
either of those events and, when I died, would provide my family with 
a comfortable lifetime income. 
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The only thing I don’t like about such a program is that I know it 
is visionary, that it would ultimately be disastrous for our people and 
our country. Yet bills such as the one now being considered by this 
learned committee put us on the road to such a program as I have 
described above. 

If it. be said that I cite a ridiculous extreme, I would ask you gentle- 
men, who of all men, know human nature so well, to tell me whether 
you honestly think it is the custom of human n: ture to seek comfort, 
ease, money, and/or relief from problems only in moderation—par- 
ticularly when it is thought that someone else is paying the bill ? 

You will all recall what is said to be the favorite story of the late 
revered Senator Barkley—about the pampered constituent who voted 
against him. When the Senator reminded the constituent of the mul- 
titude of favors he had done for him over many years, he got an ac- 
knowledgment of that fact and said: “Then why, in heaven’s name, 
did you vote against me?” The farmer asked, “Wal, what have ye 
done for me I: itely / ? : 

It would appear that the social security program is being turned 
into a perpetual answer to that last question. 

Interrupting this prepared statement for just a moment, the ques- 
tion occurred earlier, I noted in the testimony, and yesterday concern- 
ing 1956 revisions. There were, for the record, as far as my submis- 
sion is concerned, benefit adjustments in 1956. It is merely that, as 
there were in every year, 1950, 1952, 1954, and 1956, and now, as con- 
templated, in 1958. 

The point of confusion I believe arises from the fact that there was 
no basic readjustment in 1956, but rather, the opening of the door to 
disability benefits. 

On which point, again, an interpolation in my own statement, I cer- 
tainly could not, humanly speaking, blame Senator Douglas for his 
pride in having had a part as an individual in introdue ing or in help- 
ing along that disability benefit and seeing it to its successful passage 
in 1956, nor his pride in knowing that because it was kept strictly 
segregated that it so far has been a solvent program. 

However, I was extremely interested to see and heartily concur with 
several opinions in testimony just given which indicates that you can- 
not judge a disability program in the first year of its operation, and 
the evidence is already in, in this year’s proposed bill, that the door 
is to be opened wider as an exemplification of further aggrandizement 
of the disability program that will inevitably, I would judge as a per- 
son, take place in the years to come, and that, therefore, the disability 
program cannot be judged as a practical matter until some years have 
passed without any tampering with the original program. 

I do not propose today to bore you with statistics or foreboding 
figures. All of those that you can possibly need are readily avail: ble 
to you from better sources than I could possibly be. My intent is to 
touch upon underlying prince iples, for I think a reexamination of 
pertinent prince iples i in connection with the philosophy of social-se- 
vee ity legislation is long overdue. 

The Congress itself has placed in being an Advisory Council on 
Sox ial Security Financing, recognizing the patchwork characteristics 
which the Social Security Act has acquired. Yet now it is proposed— 
before this Council even has a chance to report its findings—to add 
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to the patchwork. What possible justification can there be for such 
action, other than the sorry one—certainly not worthy of the United 
States Senate—of election year expediency ¢ 

Senator Lone. If you will pardon me for saying it, I have voted 
for my last study on social security, because I do not want to ever 
be confronted again with this argument. I do believe we have some 
ability to study these things for ourselves, rather than just sitting 
here throughout our entire term waiting for somebody to come in and 
report. 

Some time ago someone wanted to establish a commission, and came 
to see me at Baton Rouge and suggested that I would be called upon 
to suggest one of the members of one of these commissions if I would 
vote to help set it up. My reaction at that time was that if it meant 
we were not going to be able to act and to vote on measures of this 
sort, then I was not going to be for it, and that is how I feel about it. 

Mr. Riorpan. Senator, I can understand your position in saying that 
you would not vote for the establishment of such a commission feeling, 
as you do, that you wanted to be free to take action at any time. 

However, this Commission is an established fact. It has been en- 
trusted with a duty, and certainly the gentlemen who were named as 
being a part of that Commission were such as not to take part in it 
unless they felt that their actions were to be a fruitful work. 

I think no one of us who is reasonable would expect any one of you 
gentlemen to have so much time or to have so much knowledge at your 
fingertips as to be able, in connection with a tremendously compli- 
cated program of this sort, to know exactly those facts which you 
would want to have in order to make the kind of judgment that you 
would want to make; so personally, I would understand your latter 
reaction, but I would personally think that a commission for purposes 
such as this offers sound advantages. 

In any event, it is a matter of the desire of the Congress that this 
Commission or Advisory Council do certain work and then report 
back, and here we are, as I say, adding to the patchwork prior to any 
report received from them. 

2. Social-security legislation is among the most ‘mportant items that 
come before the Congress. Yet this bill is before your committee at 
the 11th hour before adjournment, with very limited opportunity for 
serious consideration, in an atmosphere traditionally congenial to 
hasty action rather than mature deliberation. I believe it is literally 
true that more time has been given in this Congress to a vicuna coat 
and some hotel bills than to this legislation which vitally affects every 
person in this country. 

3. This bill provides further increases in social security benefits 
which are not warranted by the facts—unless we intend the program 
to become the financial umbilical cord which will bind every citizen 
of the United States to the Government as a child is bound to its 
mother. Again, I freely admit—and this is the inherent danger— 
that human nature is most naturally going to welcome these proposed 
increases. You remember the salesman for a bookkeeping svstem 
who told a prospect: “This system is guaranteed to do half your 
work.” To which the boss answered: “That’s fine—I’ll take two of 
them.” 
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4. The people of the United States have, to date, been given a social 
security program of benefits that has been constantly “increased in 
every direction. They have been led into the belief that they are cur- 
rently paying the proper bill for these benefits, although that is not 
the truth. I submit to you gentlemen that this is the time to stop, 
receive and study the findings of the Advisory Council on Social Se- 
curity Financing, and then, most probably, increase social security 
taxes in some equitable fashion to pay for the benefits already legis- 
lated—certainly it is not the time to increase those benefits further. 

5. I believe it is past time that the Congress should ask itself what 
would have been done, under existing statutes, to any insurance com- 

any which would have handled its policy yholders, with regard to bene- 

ts and premiuns, as the Congress has handled the people of the 
United States with regard to the benefits and taxes under the social 
security program. Such a company would have had its license with- 
drawn by the i insurance commissioners 

The program is called social insurance, even in street car advertis- 
ing, leading people to believe that it is a fixed insurance benefit with 
the taxes for it equivalent to premiums. Yet one need not be an ac- 
tuary to know that it is utterly impossible to retire a man with a life- 
time pension after he has paid in less than a total of $200 over a pe- 
riod of 18 months. 

This is not insurance—it is a gift from the citizens of the United 
States—to be paid for in full, later on. 

6. In summary, I hope this committee will see fit to defer action on 
social security, and on this bill in particular, until the next session of 
Congress, when deliberate and_reasoned consideration can be given 
to any proposed change in the Social Security Act in the light of the 
studies now being made by the above-me ntioned Advisory Council. 
To do otherwise, I earnestly believe, is to be unfair to the people who 
have entrusted you gentlemen with grave responsibilities which they 
do not have the time, the facilities, nor, perhaps, the training to under- 

take. I am sure your actions will not belie their trust. 

One additional comment, tying to the testimony given by Mr. Fonda, 
of the NAM, on page 6. 

It was extremely revealing to me to be present in this room this 
morning and this afternoon and, not until late in the afternoon, at 
least to my recollection, to hear real comment directed toward the 
original concept of the social security program as constituting not an 
adequate retirement, not a sufficiency to live on, but a basic helper 
which would assist all of us as citizens, who then had the responsibility 
of acting upon our own within the limits and framework of our own 
capacities and willingness to save to provide a sufficiency for later 
years. 

It was amazing to see the very slight degree to which that original 
concept of social security was touched upon as contrasted with, at 
least I gathered, the feeling that the social security program should 
be an end in itself, a retirement program which would enable a person 
to live on its proceeds without any provision that he himself would 
have made. 

Gentlemen, I thank you very much for this opportunity. 

Senator Lone. Thank you, Mr. Riordan. 
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That concludes today’s session. The committee will meet at 10 
o'clock on Monday morning. 

(The following statement of the Council of State Chambers of 
Commerce was filed with the committee by Robert C. Gresham, assist- 
ant director of research for the Council of State Chambers of Com- 
merce. Mr. Gresham advised the committee that the council’s sched- 
uled spokesman, John W. Joanis of Wisconsin, was unable to appear 
because of circumstances beyond his control.) 


STATEMENT ON BEHALF OF 23 MEMBER STATE AND REGIONAL CHAMBERS OF Com- 
MERCE OF THE COUNCIL OF STATE CHAMBERS OF COMMERCE 


This statement is submitted to the Senate Committee on Finance on behalf 
of the social security committee of the National Council of State Chambers of 
Commerce. It has been endorsed by 23 State and regional chambers of Commerce 
in 20 States. 

We appreciate the opportunity to submit our views on H. R. 13549 to this com- 
mittee, particularly since no hearings on this bill were held in the House of 
Representatives. As you know the Committee on Ways and Means did hold 
general hearings on the Social Security Act in June. Unfortunately the scope 
of those hearings was extremely broad, covering all titles of the Social Security 
Act and some 400 proposed bills, which of course did not include H. R. 13549. 
Therefore, despite the importance of the bill, this is the first occasion when 
interested parties have been able to indicate their views on the specific provi- 
sions contained in H. R. 138549. 

You will recall that the Social Security Amendments of 1956 (Public Law 880, 
84th Cong.) created the Advisory Council on Social Security Financing and 
gave it the responsibility of evaluating the OASI and disability insurance trust 
funds in relation to their long-term commitments. We believe the creation of 
the Advisory Council was an important step in the direction of securing a fiscally 
sound OASDI program. It is obvious, however, that its usefulness will be 
impaired and its purpose largely vitiated, if Congress changes this program in 
a way which affects benefit costs, tax rates, or the taxable wage base without 
first having the benefit of the Council’s studies. Certainly such fundamental 
issues as the advisability of moving toward greater funding by increasing 
reserves, which the chairman of the Committee on Ways and Means advanced as 
a reason for raising the taxable wage base, should be reviewed by the Advisory 
Council prior to any action by the Congress. In any event we have grave doubts 
whether additional current contributions for the purpose of building up the 
trust fund would in fact relieve future generations of any benefit cost due in 
their time, as the chairman suggested. The difference between the amount of 
OASDI taxes then collected from employers and employees. and the cost of 
the benefits then due, would have to be secured from general revenues; there 
is no other means of obtaining the cash to exchange for the governmental 
obligations which make up the trust fund. 

In testimony before the Ways and Means Committee we stated that we saw no 
economic or social justification for taking precipitate action to alter the OASDI 
program just a few months before the Advisory Council makes available the 
results of its review of the financial status of the OASDI program. We continue 
to hold to that belief, particularly since the need for careful evaluation of the 
program’s financing in relation to its commitments is apparent. In fact, this was 
recognized by those supporting H. R. 13549 in the House. Nevertheless, changes 
in both tax rates and the tax base are incorporated in this measure on what can 
only be considered incomplete and limited study. 

This necessity for weighing financing with great care in terms of long run com- 
mitments is amply demonstrated by the trend in OASI tax receipts, benefit 
payments and the trust fund balance since the 1956 amendments. The Senate 
Report No. 2133 of June 5, 1956, on the basis of the 1956 amendments projected 
an increase in the OASI trust fund from a balance of $22.9 billion at the end of 
1956 to $26.4 billion at the end of 1960. In contrast comparable newly revised 
estimates show a decline of $2.3 billion in the trust fund, or a net reduction from 
the original estimate in the amount of $5.8 billion. Moreover, most of the actuarial 
estimates made prior to 1956, and on which earlier Congresses relied, also have 
proved inaccurate in that costs almost invariably were underestimated. 

It seems to us that this situation certainly should arouse sufficient concern 
over the cost and financing of OASI commitments already on the books as to 
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preclude any further amendments at least until the Advisory Council has sub- 
mitted its report. Surely such a fundamental question as need for, or advisability 
of, accumulating “reserves in times of high level economic activity” should not 
be hastily determined in the elosing days of this session of Congress. And this, 
as you know, was one of the reasons given in the House for increasing the taxable 
wage base. 

The report of the Committee on Ways and Means accompanying H. R. 13549 
indicates, however, a belief that a 7 percent increase in the benefits paid to 
eurrent beneficiaries, and those who will retire in the relatively near future, is 
needed to offset the rise in the cost of living since 1954. We cannot concur as 
the benefit liberalizations enacted during 1954 more than equal the increase in 
the cost of living between 1952 and the present. If the Congress is determined, 
however, to raise benefits an average of 7 percent, we wish to point out that this 
ean be done without at the same time providing a 17 percent benefit increase for 
beneficiaries in the distant future through an increase in the taxable wage base. 
Clearly there is no pressing need to provide higher benefits for individuals who 
will retire several vears hence, since future Congresses can be relied upon to give 
close attention to their problems. Indeed, the Committee on Ways and Means 
has indicated that the Social Security Act will be reviewed thoroughly with an 
eye to extensive changes next year. 

We think it unwise and completely unnecessary to sharply raise the taxable 
wage base, purportedly to provide benefits increases that cannot in fact become 
effective until some years in the future, shortly before the Advisory Council on 
Financing issues its findings. Assuming there is a justification for raising the 
amounts paid to current beneficiaries, there certainly appear to be none for in- 
creasing the taxable wage base now to provide higher benefits at some distant 
future date. For this as well as other sound reasons we are strongly opposed, 
therefore, to the proposed increase in the taxable wage base. 

If Congress should decide to provide somewhat higher benefits for current 
beneficiaries only, it might also consider deferring any tax rate increase pending 
receipt of the Advisory Council report. Although we have advocated pay-as-we- 
go financing for several years, and we continue to support this approach, the 
cost of a 7 percent average benefit increase for the few months before Congress 
could act on the basis of the Council’s report would not be large enough in com- 
parison to overall costs to have any appreciable effect. The House has already 
recognized this to some degree since the proposed tax rate increase of one-fourth 
percent would not take effect until next year. 

We believe that the Congress should defer any changes in the disability pro- 
gram, including specifically provision for dependent’s benefits and elimination of 
the offset of disability benefits received concurrently under other programs. 

As regards the retirement test, we feel that modification to place wage earners 
and the self-employed on the same basis with respect to allowable earnings 
would be desirable. We do not favor the proposed increase from $80 to $100 
in allowable earnings. This is just one more step toward converting a social 
program intended to provide benefits to those retired into a pure pension program 
with attainment of a stipulated age the only requirement for benefit entitlement, 

Another part of H. R. 13549 which we consider of great importance deals with 
grants under the assistance programs. The old-age assistance program originally 
was intended to be a temporary program which would rapidly decline in im- 
portance and cost as the OASI program began to mature. But although over 26 
years have elapsed since the program was started, its caseload is now larger 
than in any of its first 10 years of existence and Federal outlays have continued to 
rise, reaching an all-time high of $956 million in 1957 as compared to $119 million 
in 1937. A further rise in Federal outlays to $1,026 million is projected in the 
1959 Federal budget in spite of an estimated decline of 36,000 from the 1957 
average caseload. 

A major factor accounting for the rapid growth of Federal expenditures for 
OAA benefits during the past decade of almost continuous high employment has 
been the repeated liberalization of the Federal matching formula and increases 
inthe maximum State payments for which Federal matching funds are provided. 
From an original concept of 50-50 Federal-State matching, which was retained 
until 1946, the Federal share has been increased to four-fifths of the first $30 
per recipient plus half the balance up to the maximum of $60. 

H. R. 13549 would worsen an already unfortunate situation by further in- 
creasing the Federal Government’s financial participation. Not only would the 
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dollar maximum toward which the Federal Government contributes be raised, 
but the method of computing this contribution would be liberalized. Instead of 
determining the Federal participation on the basis of State payments to indi- 
viduals, the average of the payment made to all individuals would be the con- 
trolling factor. Finally, and perhaps most significantly, the Federal percentage 
would be graduated from 50 percent, the present maximum, upward to 70 percent 
for some States. If this step is taken it will make the Federal participation so 
large that it is doubtful whether the Federal Government will ever be able to 
get the States to assume their basic responsibilities for the assistance programs, 

The effect of the proposed changes are set forth in an appendix to this state- 
ment. For illustrative purposes, however, we wish to point out the results in 
lor 2 States. Although the new formula is intended to benefit States with lower 
than average per capita incomes, Mississippi, for example, would in fact con- 
tribute more toward the cost of the increased grants than would be returned to 
it. The estimated cost of the additional grants to Mississippi is $1,180,000, but 
only $874,000 would be returned in increased grants. Thus only about 75 
percent of the additional cost would be returned to the State as additional grants, 
On the other hand, Louisiana would receive far more in increased grants than it 
would contribute toward the cost of the additional grants. It is estimated that 
Louisiana would have an additional cost resulting from the proposed assistance 
formula of $3,367,000; however, it would receive in additional grants about 
$24,770,000, a return of 735 percent. Similarly, Virginia would pay more to 
support the increased grants than it would receive in return, getting back only 
about 67 percent of its additional cost, although the average income again is 
comparatively low. 

It is our view that the next congressional action on the OAA and other public 
assistance programs should be a start in reversing the trend of the matching 
formula so that the Federal share would be lessened. As a consequence of near 
universal coverage of the OASDI program and the increasingly large number of 
OASDI beneficiaries, an immediate start should be made toward an early retire- 
ment of the Federal Government from participation in the financing of public 
assistance programs, eventually leaving responsibility to the States for assist- 
ance for the residual group that would be in need of financial assistance. 

We also wish to comment briefly on the question of coverage under OASDI. 
In our opinion coverage should be extended to employees of the Federal Gov- 
ernment, virtually the only large group of workers now excluded from the pro- 
gram. Such coverage should be accompanied by proper integration of OASDI 
benefit rights with those provided under civil service or other special pension 
plans. Further, we feel that the railroad retirement program also should be 
integrated with OASDI. 

To summarize: 

We do not believe there is sound justification for increasing OASDI benefits 
without first having the advantage of the Advisory Council on Social Security 
Financing’s forthcoming report. Should the Congress insist upon adopting bene- 
fit increases commensurate with the rise in the cost of living since 1954, we urge 
that this be the absolute limit of congressional action at this time. We are 
opposed to providing sharply higher benefits for beneficiaries at some relatively 
distant future date, as is proposed under the wage base increase, since before 
such benefits become payable future Congresses will have ample opportunity to 
eae the need for any increase in the light of conditions which exist at that 

me. 

We are opposed to the increase in the taxable wage base which, as has been 
noted, would have no real effect on increasing old-age benefits for several years, 
but which would add immeditely an additional tax burden. More importantly, 
no action so vitally affecting the basic financial structure of the OASI program 
should be taken until a very careful evaluation of the long-term results has been 
made. The Congress has already laid the responsibility for such evaluation on 
the Advisory Council on Social Security Financing. The Congress should not 
act without the benefit of the Council’s study and resulting recommendations. 

We believe that the existing Federal financial participation in the State as- 
sistance programs should be gradually diminished and basic responsibility re- 
turned to the States. Consequently, we believe the grants-in-aid formula pro- 
posed in H. R. 13549 is unsound and should not be adopted. 

The following member State and regional Chambers of Commerce in the Coun- 
cil of State Chambers of Commerce have endorsed the foregoing statement. 
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Alabama State Chamber of Commerce 
Arkansas State Chamber of Commerce 
Colorado State Chamber of Commerce 
Connecticut Chamber of Commerce 
Delaware State Chamber of Commerce 
Florida State Chamber of Commerce 
Georgia State Chamber of Commerce 
Idaho State Chamber of Commerce 
Indiana State Chamber of Commerce 
Kansas State Chamber of Commerce 
Maine State Chamber of Commerce 
Missouri State Chamber of Commerce 
New Jersey State Chamber of Com- 
merce 
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Empire State Chamber of Commerce 
(New York) 

Ohio Chamber of Commerce 

State of Oklahoma Chamber of Com- 
merce 

Pennsylvania State Chamber of Com- 
merce 

East Texas Chamber of Commerce 

West Texas Chamber of Commerce 

Lower Rio Grande Valley Chamber of 
Commerce (Texas) 

Virginia State Chamber of Commerce 

West Virginia Chamber of Commerce 

Wisconsin State Chamber of Commerce 
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A, FoRMULA FOR DETERMINING Each Svrate’s SHARE OF FEDERAL TAX AND 
SPENDING BURDENS BY COUNCIL OF STATE CHAMBERS OF COMMERCE, JANUARY 1958 


Reports of the Commissioner of Internal Revenue on collections of Federal 
taxes regularly include a statement to the effect that the tax receipts in the 
various States do not represent the Federal tax burden in the respective States, 
In other words, the Federal tax collections reported in a State do not necessarily 
reflect the Federal taxes actually paid by the people of that State. 

For this reason, the Council of State Chambers of Commerce has for some 
years utilized a formula for apportioning the Federal tax burden among the 
States in order to show more accurately the cost to each State of Federal spend- 
ing activities. This formula has been revised and improved from time to time 
as new and additional data became available. 

Following is the formula used in compiling the attached tax burden apportion- 
ment : 

1. Individual income tax is apportioned to the States according to the distri- 
bution of individual income-tax liability in the States as reported in the most 
recent (1955) statistics of income report. The liability statistics were adjusted 
to more current levels of personal income in the States on the basis of Department 
of Commerce personal-income data. 

2. Corporation income tax is apportioned to the States: 

(a) One-half according to the distribution of personal income in the States 
on the basis of latest Department of Commerce data; and 

(b) One-half according to the distribution of domestic corporation dividends 
in the States on the basis of latest Department of Commerce data. 

3. Estate and gift taxes are apportioned to the States according to the distri- 
bution of estate and gift-tax collections in the States as averaged over the most 
recent 5-year period. 

4. Excise taxes: 

(a) Alcoholic beverage tax is apportioned to the States: One-half according to 
consumption of alcohol in the States; and one-half according to the distribution 
of personal income in the States. 

(b) Tobacco tax is apportioned to the States on the basis of population in the 
States. 

(c) Motor-vehicle taxes are apportioned to the States on the basis of new-car 
registrations in the States. 

(ad) Other excises and customs are apportioned to the States according to the 
distribution of personal income in the States. 

5. Other taxes, such as employment taxes, motor-vehicle fuel taxes and certain 
other highway-user excises have been eliminated from the distribution since 
they are earmarked by statute for specific uses and are transferred to Treasury 
trust-fund accounts. 


EuGENE F. Rinta, Research Director. 
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Allocation of the Federal tax burden to the States 


{Percentages based on formula evolved by the research office of the Council of State 
Chambers of Commerce] 


Allocation, Allocation, 
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By direction of the chairman, the following is made a part of the 
« S 


record :) 


STATEMENT OF SENATOR Jacos K. Javirs (NEW YorK) ON SociraL SECURITY 
AMENDMENTS OF 1958 (H. R. 13549) 


Mr. Chairman, the Department of Health, Education, and Welfare reports that 
some 11 million older citizens now receive social-security benefits, more than 
two-thirds of the population is of age 65 and over. Yet receiving social-security 
benefits is not enough. The realities of the increased costs of living, with the 
index for June at a new high of 123.7, make absolutely necessary a reappraisal 
of these benefits. This 85th Congress has already increased the pensions of 
veterans, veterans’ widows, and retired military, postal, and civil-service person- 
nel, and increased the compensation of members of the Armed Forces and civil 
service, postal, and legislative employees. Recipients of social-security benefits 
should receive parallel increases. 

We have not discharged our responsibilities merely by the enactment of social- 
security legislation—these statutes must be kept up to date. I strongly urge that 
favorable consideration be given to increasing the amount of OASI benefits. We 
must be vigilant to protect the welfare of our older citizens, who have given the 
greater part of their lives to the building up of our country. 

I am a cosponsor of 8S. 4121, Social Security Amendments of 1958 introduced 
by Clifford P. Case, of New Jersey, for himself and Senators Payne and myself, 
on July 9, 1958, providing for a 10-percent increase in social-security benefits, 
and urge the committee that the provisions of this measure be included as part 
of H. R. 13549. 
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On March 5, 1957, for Senator Ives and myself, I introduced S. 1475, to in- 
crease, in the case of children who are attending school, from 18 to 21 years the 
age until which child’s insurance benefits may be received under title II of the 
Social Security Act. 

The present law works a severe hardship on widowed mothers trying to pro- 
vide a high-school or college education for their children by cutting off social- 
security benefits when the dependent child reaches 18. However, if the law is 
amended as proposed in S. 1475, then some 125,000 young Americans now 18 
through 20 years of age would receive payments averaging $54 and up to $87 
a month until their 21st birthday, so long as they remain in school. Such an 
extension of social-security coverage will have a long-range cost of approxi- 
mately four one-hundredths of 1 percent of payroll taxable under the old-age, 
survivors, and disability insurance program (currently amounting to about $65 
million per year). 

Some of the groundwork for extending coverage in this manner was laid last 
year when Congress enacted Public Law 880, which provided that the dependent 
child who was disabled would continue to receive benefits if the child’s disability 
occurred before age 18. 

Today, when the cost of a college education is soaring—when educators esti- 
mate that at least 100,000 gifted high-school students cannot afford to go to 
college—this bill would allow the dependent child an average of over $500 a 
year to help defray expenses. It seems to me that, at a time when our coun- 
try must develop the mental as well as the physical manpower to maintain its 
position at home and abroad in the decades of decision ahead, we must do every- 
thing in our power to encourage as many of our youth as possible to complete 
their education. 

When the benefits of an orphaned child are cut off at age 18, as the law now 
says they must be unless he is severely disabled, the child frequently is forced 
to leave school. Without the help of the benefit checks, the widowed mother 
often is unable to support the family, much less to clothe the child for school and 
pay the costs that go with high-school attendance. Thus, too many children who 
want to finish their schooling must drop out and try to help support their mothers 
and younger brothers and sisters. 

It is shocking to realize that, in the country as a whole, about 40 percent 
of the boys and girls enrolled in high school drop out before graduation. More- 
over, recent studies by the United States Office of Education show that financial 
need in the home is a major cause for children leaving high school. Obviously, 
this applies with special force in the case of the orphaned children receiving 
benefits under the old-age, survivors, and disability insurance system. The pay- 
ment of their benefits until age 21 would go a long way toward helping them 
overcome one of the great tragedies of orphanhood—that of being deprived of a 
fair start in life because of inability to reach a normal level of education. It 
seems very Obvious that here is an improvement in the social-security program 
that we cannot afford to leave unmade, both for the good of the children them- 
selves and for the strengthening of the Nation’s resources. 

In speaking of the urgency of keeping children in school, President Eisenhower 
has said: 

“Each young American owes it to himself, and to his country, to prepare to 
meet the demands and opportunities of the future. Toward the achievement of 
this goal, education and training are essential; our schools provide the powers 
of tomorrow. 

“T urge every girl and boy in the United States to continue as students in 
school until they have developed their God-given capacities to the full. Only in 
this way can they hope to make their finest contribution to the strength of the 
Nation and reach the fulfillment of their own life purposes.” 

There is an ever-growing demand by industry and business for at least a high- 
school diploma in considering applicants for jobs. The door to advancement and 
further training is likely to be closed to those who fail to complete high school. 

New developments in the professions, and in automation, electronics, and 
precision machinery, are accelerating the trend toward more and better jobs 
for the educated. Irregular employment and lower wages will more and more 
face the uneducated in the years ahead. And our society increasingly requires 
education and understanding for success as a worker, a family member, and 
as a citizen of a nation which must provide leadership in a world beset with 
crises. It is too obvious to need emphasis that any practical step we can take to 
help children stay in school ought to be taken. 





There are 


passed thei 


the beginni! 
schooling is 
js a year be 
from absolu 
school work 
thereby, mé 
doing so e) 
has a diplo 
I submit 
I, theref 
to H. R. 1 
have indic 
old-age, su 
taries of t 
make up t 
ance trust 
for practi 
cently sta 
foreseeabl 
in a very 
amendmer 
remain th 
the progré 
The ber 
amount 0 
enough t 
eannot af 
tunity to 
curity be 
many of 
of their | 
tunities < 
simple, I 
what it 
To an} 
of benefi 
sistance 
of decea 
child re! 
should ¢ 
I urge 
waste 0 
that res 
law cut 
An in 
tion in 
This is 
needs I 
living, 
still to 
present 
as a Se 


Hon. | 
Cl 


DEA 
in tho 
relate 

We 
Feder 


(O in- 
'S the 
f the 


pro- 
cial. 
Ww is 


lity 
asti- 
» to 
0a 
un- 

its 
ry- 
lete 


Ow 
red 
her 
ind 
‘ho 
Ts 


nt 


SOCIAL SECURITY 261 


There are more than 500,000 high-school students in the country who have 
passed their 18th birthday. In many areas, a child may not enter school until 
the beginning of the term following his sixth birthday. Thus, the 12th year of 
schooling is often not completed by age 18. It may not even be begun if the child 
is a year behind because of sickness or for other reasons. Thus, age 18 is far 
from absolute as a time when children can be deemed to have finished their high- 
school work. The truth is that when we cut off a child’s benefit at age 18 and, 
thereby, make further attendance at school impossible, we are, in many cases, 
doing so exactly when the child is at the peak of his high-school career and 
has a diploma and, perhaps, a scholarship in sight just ahead. 

I submit that this is wrong and should not be allowed to continue. 

I, therefore, propose that the provisions of S. 1475 be made an amendment 
to H. R. 13549 now before your committee. The cost of this amendment as I 
have indicated would be only 4/100 of 1 percent of payroll taxable under the 
old-age, survivors, and disability insurance program. According to the Secre- 
taries of the Treasury, of Health, Education, and Welfare, and of Labor, who 
make up the Board of Trustees of the old-age, survivors, and disability insur- 
ance trust funds, the old-age, survivors, and disability insurance program is now 
for practical purposes in actuarial balance. Former Secretary Folsom has re- 
cently stated that the system is in essentially sound financial condition for the 
foreseeable future. ‘The bill passed by the House would further strengthen, and 
in a very substantial way, the system’s financial condition. The cost of the 
amendment I have proposed is so small that the total effect of the bill would 
remain that of a further substantial improvement in the financial soundness of 
the program. 

The benefit to the children and to the Nation overshadows the relatively small 
amount of money involved. To anyone who might say that, even so, the cost is 
enough to warrant a delay in making the change. I would see that what we 
cannot afford is the delay, not the cost. By the time we would have an oppor- 
tunity to consider this again, thousands of children dependent upon social-se- 
curity benefits will have reached age 18 and had their benefits cut off. How 
many of these will have to leave schvol if we fail to provide for continuation 
of their benefits? What price would we put on the curtailment of their oppor- 
tunities and the loss of their skills and abilities to the Nation? The answer is 
simple, I think. The loss would be entirely too much to bear comparison with 
what it would cost to avoid it. 

To anyone who so far agrees but wants a precedent, I will point to the program 
of benefits for the children of veterans under the War Orphans Educational As- 
sistance Act of 1958 (38 U. S. C. 1031). That program pays benefits to children 
of deceased veterans to age 21, and even beyond in some instances where the 
child remains in school. What has been wisely recoguized and acted upon there 
should certainly be added to the basic social insurance system in the country. 

I urge that we act now to make this change, and help to this degree to stay the 
waste of human resources, the foreshortened opportunities, and the heartbreak 
that result when a child must abandon his school because the social-security 
law cut off prematurely the means of his attendance. 

An immediate need is the lifting of the present $1,200 annual earnings limita- 
tion in covered employment for social-security recipients under 70 years of age. 
This is unfair to the man who wants to keep his hand in, to the family which 
needs more than the monthly benefit amount to maintain a decent standard of 
living, and unfair to the economy for the older worker has many contributions 
still to make. I am the sponsor of a bill to this effect in the Senate, S. 3328, 
presently pending before your committee, and urge inclusion of this measure 
as a Senate amendment to H. R. 13549. 


ee 


AMERICAN HOSPITAL ASSOCIATION, 
Washington, D. C., August 1, 1958. 
Hon. Harry F.. Byrn, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

DeAR Mr. CHAIRMAN: The American Hospital Association is deeply interested 
in those provisions of H. R. 13549, now pending before your committee, which 
relate to vendor payments for health care of public assistance recipients. 

We strongly supported the action of Congress in 1956 in establishing a separate 
Federal matching formula for funds expended by States in making vendor 
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payments, and we believe that the number of States which have initiated or 
enlarged vendor payment programs in the past year demonstrates that the 1956 
amendments have been effective in stimulating the provision of better and more 
adequate health care for the needy aged and the other groups concerned. These 
amendments, however, even as modified in 1957, have had the unfortunate and 
presumably unintended effect of inducing several of the States which had op- 
erated the most liberal vendor payment programs to curtail those programs and 
to shift substantial portions of their health care expenditures to the form of 
cash payments. It is generally agreed, I believe, that making cash payments to 
assistance recipients to meet their health needs is an inefficient use of assistance 
funds and leads to less adequate health care of the needy, and that the shifts 
in this direction which have resulted from the recent amendments of the Socia) 
Security Act constitute a serious backward step. 

The changes proposed in H. R. 13549 would solve the immediate problem in 
those States that have shifted from vendor to cash payments, and permit them 
to return to the better and more efficient method. These changes would also put 
the Federal matching formula wholly on the basis of average rather than indi- 
vidual payments by the States, a distinct gain at least from the standpoint of 
simplicity of administration. Finally, by increasing the Federal matching ratio 
in States with relatively low per capita incomes, they would provide a strong 
incentive to the liberalization of the assistance programs in those States. We 
have no means of judging whether this incentive would be more effective than the 
1956 amendments have proved, or less effective, in stimulating the initiation and 
expansion of vendor payment programs in those States. 

Our association, as I have said, is firmly of the view that separation of Federal 
grants for health care from grants for cash assistance is desirable. In view of 
the questions which surround the future role of the Federal Government in public 
assistance, and particularly in old-age assistance, and the future relation of these 
grants to OASDI, we believe that the long-run objective of building and main- 
taining adequate health care programs for needy people throughout the Nation 
will be better served by maintaining this separation than by entangling health 
funds once again in these other issues. 

Despite these considerations, the advantages which would follow from enact- 
ment of H. R. 13549 are such that I do not feel warranted, at least in the absence 
of opportunity for more extensive study by our association, in urging against 
its enactment. If, however, your committee should, for any reason, reject these 
provisions in the form in which they were passed by the House of Representatives, 
I would most earnestly urge that you increase the present $6 and $3 ceilings for 
the matching of vendor payment expenditures to $18 for adults and $6 for 
children. 

If a separate calculation for matching health expenditures is to be continued, 
we can see no reason why the Federal Government should contribute a smaller 
share of the cost of meeting the health needs of the indigent than it contributes 
to their other costs of living. Assuming $25 a month to be the cost of a reasonably 
adequate health program for the indigent aged—this figure was exceeded by 6 
States in June 1957, the highest expenditure being more than $32—the Federal 
contribution would be 12 percent under present law and 36 percent under our 
proposal. While the difference in present formulas makes precise comparison 
difficult, I think it cannot be questioned that even under our proposal the Federal 
Government would be contributing a smaller proportion of the cost of health 
care programs, in States with low levels of expenditure as well as in States 
with high, than it contributes to the cash maintenance programs. A lessening 
of these disparities we think is plainly called for and is needed without delay if 
several of the best vendor payment programs are not to deteriorate further. 

I should appreciate it if you would incorporate this letter in the record of 
your committee. 

Sincerely yours, 
ALANSON W. WILICox, 
General Counsel. 


Quincey, Itx., August 1, 1958. 
Hon. Harry F. Byrp, 


Chairman of the Senate Finance Committee, 
Senate Office Building, Washington, D.C. 
DeaR SENATOR Byrd: The radio announcement this morning, commenting on 
the topheavy vote in the House of Representatives on the proposed increase in 
social security benefits and taxes, indicates that there may be considerable 
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question as to whether the proposed legislation will get speedy approval by your 
committee. . 

Perhaps you have seen the monthly letter, issued by the First National City 
Bank of New York, commenting on the large number of social security bills 
before Congress : 

“The flood of proposed changes comes at a time when the present system is 
showing visible signs of financial strain. Social security tax collections are run- 
ning well below the amount of benefit payments and the program is expected to 
show a deficit this year—something that wasn’t supposed to happen for many 
years. 

“In the light of these developments, and with the full impact of liberalizations 
over the past few years not yet evident, it is only commonsense to weigh care- 
fully all proposals that would widen the scope of the system even further.” 

It does seem to me that, since the time of the report of the Advisory Council 
on Social Security Financing is so near, it will be very desirable to have the 
results of a study of that council before further changes in the social security 
setup are made. 

It seems to me it will be very wise for your committee to refuse to recommend 
increasing social security benefits and taxes at this time. I will feel that I have 
inhaled a breath of fresh air if the Senate refuses to go along with rolling of 
the snowball which I feel social security increases have become, particularly 
in this election year. 

Yours very truly, 
NATE MACK. 


HorewELL, N. J., August 4, 1958. 
Hon. HArrY Byrp, 
United States Senate, 
Washington, D.C. 

DEAR SENATOR Byrp: It is my understanding that H. R. 13549, dealing with 
social security benefits and taxes to provide those benefits, will shortly come 
before your Senate Finance Committee. It is my opinion that the provisions 
of this bill merely attempt to keep pace with an expected continuation of infla- 
tion, and that it does nothing to try to control that inflation. 

An increase in benefits is always popular, but I think every opportunity should 
be afforded the people back home to appraise the effect of the tax increases. To 
this end I believe that it is very important that hearings be scheduled on this 
bill and a thorough and exhaustive study be made before it is reported out for 
Senate action. 

The increase of one-fourth of 1 percent in 1960, which is often publicized 
in the press, seems little enough increase in the tax when compared to the 
increase in the benefits, but when the stepped-up scale of increase is considered, 
the 414 percent in 1969 is a discouraging prospect for both individual and em- 
ployer. I believe the effect could be more far reaching on the employer than on 
the individual, and I am not an employer. We are not far now from the condi- 
tions of diminishing returns as far as increasing taxes goes, especially on 
business. I believe H. R. 13549 will do more harm to the economy than it 
will good. 

Sincerely, 
KENNETH L. WILLIAMSON. 


LA GRANGE, Itx., July 31, 1958. 
Senator Harry F. Byrp, 
Senate Office Building, 
Washington, D. C. 

DEAR SENATOR Byrp: I implore you to oppose any and all further increases 
in social security benefits and taxes, such as just passed by the House. The 
great mass of middle class Americans are not in favor of the whole idea of 
social security because it destroys motives for thrift and incentive. 

I strenuously object to having forcibly deducted from my salary such a large 
percentage today. What it will be tomorrow frightens me. 

In addition social security has had so many political implications that I am 
convinced that it is not on a sound actuarial basis, and never will be. 

Please help us from being engulfed by this tide of taxation. 

Yours very truly, 
Henry D. Hoe. 
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KOEHLER-PASMORE Co., 
Detroit, Mich., August 4, 1958, 
Subject: Social security taxation and benefits increase. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. C.: 


It is truly unfortunate that the House allowed itself to be stampeded into an 
approval of increased social-security rates and taxation at this time. 

At a time when our economy is in need of a reduction in taxation, we find the 
Federal Government actually increasing the rate of taxes on individuals. This 
is certainly inconsistent, to say the least. 

The small pittance of increase in benefits will be of no material benefit to the 
recipients, as it is very clearly a sop to gather votes; but the increased taxation 
will be a hindrance to our recovery, not only in this year, but the years to come, 
As I understand it, in the next 10 years, the aggregate tax will be 9 percent; 
half coming from employer and half coming from employee. That is a terrific 
amount of money to be extracted from the pockets of the wage earner and 
businessman. I don’t quite see how we can expect any great enthusiasm on the 
part of either one of those taxed groups toward increased production and earn- 
ings when it is so quickly siphoned off by the Federal Government. 

I do ask that this entire piece of legislation be buried in committee so that 
it does not become effective at this time. It is hoped that at the next session of 
Congress, the Senate can then take it out of its pigeonhole and disapprove 
it completely. 

Ro.tanpD C. Korner. 


STATE OF NEw YORK, 
DEPARTMENT OF SOCIAL WELFARE, 
Albany, July 30, 1958. 
Hon. Irvine M. IvEs, 
United States Senate, 
Washington, D.C. 


Dear SENATOR IvES: The Ways and Means Committee of the House of Repre- 
sentatives has come up with two identical bills—H. R. 13550 (Reed of New York) 
and H. R. 13549 (Mills of Arkansas) amending the Social Security Act. 

These bills have many provisions which will be of advantage to our welfare 
programs in New York State. 

Basic, of course, is the provision of cost-of-living increases in the insurances, 
Such increases always act to reduce the amounts we need to spend for assistance, 

There are changes in the several formulas of Federal participation in our 
assistance programs which will result in an estimated saving in our State and 
local welfare budgets of approximately $181 million each on an annual basis. 

There are also changes we have long sought to simplify our administrative 
problems in the introduction of an average grant principle of payments, in im- 
proving the methods of payment for medical care, and in removing the rurality 
provisions in the child welfare services allocations. 

We commend these bills to you for favorable consideration and action when 
they reach the Senate. 

If there is any information you wish in connection with the bills, we will be 
happy to supply it. 

With all good wishes. 

Sincerely yours, 
RAYMOND W. Houston, 
Commissioner. 


EASTERN NEW YORK OPTOMETRIC SOCIETY, 
Albany, N. Y., July 30, 1958. 
Hon. JAcos JAVITS, 
United States Senate, 
Washington, D.C. 


My Dear SENATOR JAviITS: I am writing to you on behalf of the Eastern New 
York Optometric Society, and wish to call your attention to certain legislation 
about which we are concerned. 

During recent hearings held by the Ways and Means Committee on bills to 
amend the social security law, the American Optomertic Association, with which 
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we are affiliated, recommend that any legislation which might be favorably re- 
ported by the committee should include the following language : 

“It is hereby declared to be the intent of Congress that the services of all duly 
licensed practitioners within the scope of their practice as prescribed by the 
laws of the jurisdiction in which the service is rendered shall be made avail- 
able to all beneficiaries or recipients of Federal aid and to that end the term 
“health care” should hereafter be deemed to supersede the term “medical care,” 
save and except where the service to be rendered can only be performed by a duly 
licensed doctor of medicine.” 

If this amendment is passed, it will enable optometrists to take part in Fed- 
eral health benefit programs. As you know, optometry is the profession specifi- 
cally licensed and trained to care for vision, and the interests of the public will 
be best maintained by the inclusion of this amendment. 

Very truly yours, 
H. Z. Kupon, President. 


STATE OF ALABAMA, 
DEPARTMENT OF PENSIONS AND SECURITY, 


Montgomery, Ala., August 7, 1958. 
Hon. Harry F.. Byrp, 


Chairman, Senate Finance Committee, 
United State Senate, Washington, D.C. 


My Dear SENATOR Byrp: We are delighted to learn that the Senate Finance 
Committee will hold public hearings on H. R. 13549 (Social Security Amend- 
ments of 1958). Since it will be impossible for me to testify, I should like to 
register with the committee my comments on this legislation. 

We have reviewed H. R. 13549 as it was passed by the House of Representa- 
tives. We have also reviewed the committee report on this bill. We are tre- 
mendously interested in the benefits which will accrue to Alabama people if 
this legislation is enacted. We take cognizance of the improvements in the 
old-age, survivors, and disability insurance program, as well as in the public- 
assistance titles. Both phases of the act would mean material benefits through- 
out Alabama. 

When the House Ways and Means Committee was holding hearings on the bill, 
it was my privilege to file a statement in regard to proposed Social Security 
Amendments of 1958. A copy of this statement is attached for your records. We 
recognize that H. R. 13549 incorporates some of the recommendations which we 
have set forth. 

We would hope that your committee will make a favorable report on H. R. 13549 
as soon as possible so that passage can be assured during the current session of 
Congress. 

We will appreciate your furnishing us with a copy of the report of the Finance 
Committee on this subject. 

Sincerely yours, 
J.S. Snoppy, M. D., Commissioner. 


STATEMENT BY J. S. SnNoppy, M. D., COMMISSIONER, ALABAMA DEPARTMENT OF 
PENS'ONS AND SeEcurRITy, FILED WITH THE House WAYS AND MEANS CoMm- 
MITTEE ON PROPOSED SocraL SecurITy AcT AMENDMENTS, 1958, JUNE 1958 


I am J. S. Snoddy, commissioner, State department of pensions and security in 
Alabama. Both the State department and the 67 county departments of pensions 
and security are agency members of the American Public Welfare Association. 
In addition, many of us who work in the program are individual members of 
the association. Dr. Ellen Winston, president of the American Public Welfare 
Association, has presented the official testimony for the group. 

The department of pensions and security in Alabama administers the public- 
assistance programs authorized in titles I, 1V, X, and XIV of the Social Security 
Act. Likewise, it administers the child-welfare-services program authorized 
in title V, part 3, of the act. Before dealing with the specifics of the programs 
with the department administers, I should like to emphasize our strong belief 
that the contributory income-maintenance programs—both unemployment in- 
surance and old-age, survivors, and disability insurance—authorized under the 
Social Security Act should be broadened and strengthened. In fact, we have 
long supported these insurance programs as the American way of meeting the 
income-maintenance needs of people and have advanced improvements in it. 
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UNEMPLOYMENT INSURANCE 


The necessity to enact emergency Federal legislation this year to alleviate 
conditions occasioned by continued unemployment of many who exhausted their 
benefits under State laws graphically points up the need in the area of adequacy 
and duration of benefit payments through unemployment insurance. The pro- 
gram should also be strengthened with respect to coverage. Daily, we come in 
contact with the employable unemployed who do not qualify for unemployment- 
compensation benefits because they have not worked in covered employment, 
Likewise, some of the persons receiving benefits seek supplemental aid for medi- 
‘al care or other special needs because of the inadequacy of benefits. 


OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE 


Old-age, survivors, and disability insurance payments are inadequate to meet 
basic needs in terms of the present cost of living. That benefit payments should 
be more adequate is illustrated by the fact that nearly 1 out of every 6 old-age- 
assistance payments in Alabama in February 1958 supplemented an inadequate 
old-age, survivors, and disability insurance benefit. To further illustrate the 
point, in February 1957, assistance payments to aged persons who also received 
insurance benefits amounted to 18.4 percent of the total old-age-assistance pay- 
ments in the Nation. 

Besides more adequate payments, there should be extension of coverage, both 
as to wage earners and types of risks still excluded. Alabama, in June 1957, 
had only 39.8 percent of its aged population receiving benefits. This compares 
with 52.4 percent for the Nation and 66.5 percent for Rhode Island, the State with 
the highest percentage. Our county workers are trying hard to assist our re- 
cipients in getting covered for OASDI benefits—especially farm and domestic 
workers. 

Also, an increase in the amount of earnings creditable toward benefits should 
be made, to keep that amount in line with current conditions. In addition, con- 
tributions should be increased to cover the cost of the changes and to insure 
that the program is financially sound. 


PUBLIC ASSISTANCE 
Formulas and marimums 

Matching formulas for the public-assistance programs expire June 30, 1959. 
We urge that no change be made in the Federal matching formulas or maximums 
in which the Federal Government will participate which would result in a re- 
duction in the Federal share of assistance, services, or administration. We be- 
lieve that Federal participation should be on an equalization grant basis pro- 
vided by law. We also believe that the formula should apply to financial assist- 
ance (including medical care), to welfare services (including child welfare), 
and to administration. We regret that the 1956 medical-care amendments re- 
quire equal State matching of Federal funds throughout the entire country. 
Thus, Alabama and other low per capita income States have as heavy a match- 
ing responsibility as do the wealthy States. We are deeply concerned about this 
and, in fact, about the absence of adequate equalizing provisions in all phases of 
the public-assistance provisions of the act. The result is that grants in Alabama 
fall far short of the minimum for health and decency. 

We urgently request careful consideration of an amendment to provide Fed- 
eral participation on the average payment for recipients, rather than the pay- 
ment to the individual recipient. This would simplify and improve the admin- 
istration of the program. 


Appropriations 


We strongly urge that there be no change in the present provisions of the 
Social Security Act with respect to open-end appropriations, both for public 
assistance and for public-assistance administration. This basic, long-range pol- 
icy has proved effective over the years, and provides the kind of flexibility which 
is essential if need is to be met promptly. Human need is never easy to predict, 
and is often influenced by factors beyond the control of the individual. This is 
graphically illustrated by the effect of the unfavorable economic conditions in 
the aid-to-dependent-children caseload. Since January 1957, and without any 
major changes in law or policy, the aid-to-dependent-children caseload in Ala- 
bama has risen by 13.31 percent. 
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We are eager to implement the 1956 training amendments because we need 
better trained personnel in our programs. Our workers carry heavy respon- 
sibilities. If they had better training they would be in a more advantageous 
position to help recipients to become self-supporting or to take care of them- 
selves or to strengthen family life. In addition, workers would be more ade- 
quately equipped to make proper determination of eligibility for payments. 

Also, badly needed are funds for research into the causes of the wide variety 
of human problems which come to the attention of our workers day by day. If 
we knew more about the causes of the problems, we could more intelligently seek 
ways to prevent them. We realize you are considering amendments to the Social 
Security Act, but we could not forgo pointing up the importance of implementing 
the present authorizations with appropriations. 

General assistance and other needed amendments 

Human need is not confined to certain groups for which special provisions have 
been made. By certain groups we mean the veterans; the needy aged, blind, per- 
manently and totally disabled, and dependent children (under certain condi- 
tions;) the retired workers; the employable unemployed, etc. By special pro- 
visions we mean benefits paid as a right; public assistance to the needy who 
qualify ; public or private, contributory or noncontributory, retirement benefits. 
There are numbers of people who do not fit into any of these groups. For these 
men and women, boys and girls, we advocate that the Federal Government author- 
ize by law, and participate in, the cost of an assistance program. For want of 
a better term, it might be called general assistance. 

Private resources and local and State governments now provide the only 
assistance available to this group. In Alabama, State and local funds for the 
needy are limited. We use the State funds primarily for the federally matched 
categories, because in that way the limited State funds will earn Federal money 
and, thus, go farther toward meeting need. 

As we reported to your committee on March 28, 1958, people are applying to our 
county departments who know that they do not qualify for aid administered 
by the agency. We recommended that to alleviate the present situation prompt 
consideration be given to making Federal funds available without State match- 
ing to meet the needs of these people. We continue to make this recommendation. 

If it does not seem feasible at this time to establish a general assistance pro- 
gram, we would urge that serious consideration be given to broadening the base 
of the aid to dependent children and aid to the permanently and totally disabled 
categories. The present eligibility requirements for aid to dependent children 
almost put a premium on fathers deserting their families. If a father is unem- 
ployed and can find no work, aid to dependent children payments are denied 
his children as long as he remains in the home. Should he desert, however, the 
children could be eligible for aid to dependent children payments. It is not sur- 
prising, therefore, that in February 1956 in 17.9 percent of the families receiving 
aid to dependent children in Alabama the father had deserted. This percentage 
is only a little higher than the 15.5 percent of deserting fathers for the Nation 
asa whole that month. 

The program of aid to the permanently and totally disabled would be greatly 
strengthened by deleting the words “totally and permanently.” Daily numbers 
of people come to the attention of our county workers who are ill, but do not 
meet the definition of having an illness which is permanent and is totally dis- 
abling. We think it would be a sounder investment, both in terms of human values 
as well as financial costs, to assist these people to become self-supporting rather 
than to deny aid until such time as their disability becomes both total and 
permanent. 

In addition, we believe it would be extremely helpful if residence requirements 
were made uniform throughout the country. This would prevent the depriva- 
tion of aid because a person loses his right to assistance in one State before he 
gains it in another. 

CHILD WELFARE SERVICES 


We were pleased that a 1956 amendment to title V, page 3, of the Social 
Security Act raised the annual authorization for child welfare services to 
$12 million. We have been disappointed, however, that the full authorization 
which is far too small has not been appropriated. We urge that the authoriza- 
tion be increased and that the full authorization be appropriated. 

The present $12 million authorization is not sufficient to provide adequately 
for services to children in rural areas and in areas of special need 








268 SOCIAL SECURITY 


We recommend that the committee give serious consideration to removing the 
restriction on the use of child welfare funds in only rural areas and areas of 
special need. It has been our experience since 1935 that problems of children 
are not limited to rural areas and that services to children should be available 
regardless of where they live. 

We recommend still another amendment to this section of the Social Security 
Act. This amendment would authorize the use of child welfare funds for delin- 
quent children as well as those in danger of becoming delinquent. We believe that 
the strengthening of the child welfare services grant program in these respects 
not only will provide increased preventive services but, also, will focus more at- 
tention on services for the care and treatment of the delinquent child as a part 
of an overall child welfare program. 


CONCLUSION 


We appreciate the opportunity of filing this statement with your committee 
which has made constructive amendments to the social security program in the 
more than 20 years since its original enactment. We agree with you that a well- 
rounded and improved system of social insurance and public welfare services is 
basic to the security of all the people of this great Nation. Certainly our ex- 
perience during the past several months with a declining economy has under- 
lined the importance of the social security program, not only to individuals 
but to the basic economy of the Nation. At the same time, it has graphically 
pointed to the need for improving and strengthening the program in terms of 
present conditions. 


NorRTH CAROLINA STATE BOARD OF PUBLIC WELFARE, 
Raleigh, August 8, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
United States Senate, Washington, D.C. 


DEAR SENATOR Byrp: State and county public welfare boards and staffs in 
North Carolina are greatly pleased by the careful consideration being given in 
this session to amendments to the Social Security Act to provide much needed 
help for the aged, disabled, and children under the OASDI, public assistance, and 
child health and welfare titles. Because of our area of responsibility, we want 
to emphasize particularly increasing public assistance grants to needy people 
and administrative improvements in both public assistance and child welfare. 
We earnestly hope, therefore, that the Senate Finance Committee will give favor- 
able consideration to the improvements contained in H. R. 13549 to the end 
that they will be enacted into law before Congress adjourns. 

Sincerely, 
Dr. ELLEN WINSTON, Commissioner. 


STATEMENT OF SENATOR CHAPMAN REVERCOMB TO SENATE FINANCE COMMITTEE 
ON SocraL SECURITY AMENDMENTS 


Mr. Chairman and members of the committee, I appreciate very much the 
opportunity to file a statement in support of H. R. 13549 and other needed 
amendments to the Social Security Act. 

First, I am in favor of increasing benefits to those now retired, as the House 
bill under consideration provides. However, it is my feeling that Congress 
must make further improvements in the social-security system if we are to make 
it more applicable to the needs of the times. 

Among the most needed improvements is this insurance program, it seems to 
me, are lowering the minimum retirement age and liberalizing the disability 
provisions of the 1956 amendment to the Social Security Act. 

Several years ago I offered amendments to reduce the retirement age to 60 
and to provide for the payment of benefits to the permanently disabled at any 
age. Although these amendments were not adopted at the time, the 84th Con- 
gress saw the wisdom of extending social-security benefits to permanently dis- 
abled workers of 50 or over. Also, widows and dependent mothers were made 
eligible for full benefits at age 62, while wives and women workers were per- 
mitted to apply for actuarially reduced benefits at the same age. 
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These were important steps forward, but they do not go far enough. 

I have introduced three bills in the Senate which I feel would greatly im- 
prove the social-security program and which I respectfully urge the committee 
to consider favorably. They would accomplish the following: 

(1) Lower the minimum retirement age to 62 for both men and women. 

(2) Clarify the meaning of the term “disability” in determining who is en- 
titled to disability insurance, 

(3) Reduce the number of quarters in which a permanently disabled person 
can qualify for benefits. 

By reducing the minimum retirement age from 65 to 62, as my bill (S. 3377) 
provides, we would be bringing the Social Security Act more in line with other 
Government and private retirement plans. Under this provision, some 1,200,000 
women between the ages of 62 and 65 would become eligible for benefits, and 
the same opportunity would be extended to some 1,825,000 men. 

A great majority of these persons, if gainfully employed and in good health, 
would certainly choose to continue working rather than to accept the small sum 
monthly benefits from social security. The facts clearly show that most people 
go on working as long as they can and that they apply for social-security benefits 
only when they are forced to do so either because of health reasons or because 
they cannot find jobs. In fact, the most recent study made showed that only 
about 5 percent of the people applying for benefits did so voluntarily. The 
rest had been forced to retire because of conditions of health or because they 
were unable to find employment at their ages. 

The age 65 figure was chosen quite arbitrarily back in 1935 when the system 
was established. Inasmuch as the original plan has been substantially changed 
in other areas to meet new and changed conditions in our economy (greater pro- 
duction per worker, more women employed, machine production and growing 
population), it has always seemed strange that this age 65 for retirement should 
have been considered a cornerstone of the act for so long a time. This provision, 
however, went unchallenged until the last Congress made a small crack in the 
retirement age barrier. 

In these 1956 amendments, widows and dependent mothers were made eligible 
for full benefits at age 62, while wives and women workers could apply for 
actuarially reduced benefits at the same age. This important step provided much- 
needed benefits to many American women, but it discriminates against a great 
many others. Moreover, it fails entirely to recognize the critical situation in 
which many men and women find themselves between the ages of 62 and 65. 

My bill simply recognizes the fact that disability, age restrictions on employ- 
ment, and other circumstances can more effectively force an individual’s retire- 
ment than does his chronological age. 

I can think of no sounder step the Congress might take to alleviate hardships 
and suffering among older workers than to lower the minimum retirement age. 
It is my hope this step will be taken by the 85th Congress. 

Likewise, the disability program needs to be brought more in line with the 
humane purposes the Congress intended. 

The strict administrative interpretation that has been given to the meaning of 
the term “disability” should be overcome. 

I have been greatly concerned by the number of older workers who have writ- 
ten to me to point out that they are too disabled to compete in employment with 
their younger contemporaries. Though in fact unable through disability to 
actually obtain work, yet, for one reason or another, they cannot qualify for 
disability benefits which were authorized by the 1956 amendments. 

In many instances disabled workers, failing to qualify for benefits because 
of technical reasons, must look to charity for a bare sustenance—a condition 
demoralizing in itself. Many such persons, who have paid into the social se- 
curity fund, naturally resent being forced to become wards of the State. Yet, 
that is precisely what is happening under the rigid interpretations given to Pub- 
lic Law 880. 

How much better it would be, it seems to me, to have these people, if past 50 
and if unable to obtain work because of total and permanent disability, qualify 
for benefits under social security than to compel them to depend on public relief. 

I submit that disability coverage should be extended to any worker who is 
determined to be permanently and totally disabled under a more liberal defini- 
tion of this term, and who has had at least one quarter of coverage. 

I have introduced bills (S. 1811 and S. 1812) which would accomplish both of 
these needed objectives, and it is my hope that these measures will also receive 
favorable consideration by the committee. 
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Whether we like it or not, the facts of our time are definitely pointing to the 
wisdom of liberalizing the program. The very genius of our productivity— 
which makes it possible for 1 man to do the work which required 3 men 50 years 
ago—is shortening the length of our working life just as certainly as it has 
shortened the working week. I am convinced that our social security system must 
be brought up to date in this respect. 

I fully realize that the amendments I have proposed will require an increase 
in the social security tax. However, I am confident that most people appreciate 
the importance of keeping the social security system on a self-supporting basis, 
I am also confiden‘ that it is not only desirable but necessary that this program 
be improved to meet more adequately the needs of this growing industrial age if 
our older citizens and those who are disabled are to be afforded protection against 
suffering and poverty. 

Social security, administered by Government, upon a self-sustaining plan sup- 
ported by contributions from the employee and employer, is an established and 
laudable function of Government, and it should be adequate to fullfill its purpose. 

It is my hope that this committee will not only approve the provisions contained 
in H. R. 13549, but will also recommend the additional changes I have here 
proposed. 


STATEMENT OF THE NATIONAL CoAL ASSOCIATION ON H. R. 13549 


The National Coal Association is the trade organization of bituminous coal- 
mine owners and operators throughout the United States. Its members mine 
more than two-thirds of the commercially produced bituminous coal in this 
country. 

H. R. 138549 which is now under consideration by your committee, would effect 
several amendments to the Social Security Act. Among these amendments would 
be an increase in the present tax base from $4200 to $4800, an increase in the 
current tax rate from 2% percent to 2% percent each on the employer and 
employee, and a liberalization of the benefits under the act. 

Under present law, the maximum payment by the employer and employee is 
$94.50 each. If the proposal above referred to is adopted, the additional tax 
burden on the employer and employee would be $25.50 each. Thus, the maximum 


social security tax burden on each (the employer and the employee) would be 


$120 per annum. 

The coal industry’s wage scale is among the highest of all industries. More 
than 60 cents of every sales dollar is represented by direct labor costs. This may 
be compared with industries where not more than 20 cents of every sales dollar 
is represented by wages. In addition to the industry’s social security tax liabili- 
ties, the industry’s employers pay 40 cents per ton to the welfare fund of the 
United Mine Workers of America. Further, the coal industry operates on a low 
margin of profit. 

Your attention is directed to the disproportionately heavy burden imposed on 
industries such as coal when taxes are assessed uniformly against payrolls. The 
figures illustrate that flat rate payroll taxes are not, in fact, uniform in their 
impact upon industries; that, in the case of coal, the tax is twice or three times 
as large per dollar of sales as in industries where the wage scale is smaller. 

As recently as 1953, the social security tax imposed upon employers in the coal 
industry aggregated a little less than $15 million, or a tax rate of $0.033 per ton. 
Bituminous coal production in that year was slightly over 457 million tons. In 
1957, by which time bituminous coal production had increased by roughly 33 
million tons to a total of 490 million tons, the social security taxes paid by 
employers in this industry had jumped to approximately $28.5 million or $0.058 
per ton. If the proposed increase becomes law, the approximate levy on bitu- 
minous coal producers (for the employers’ share of the tax alone) in 1959 will 
be slightly less than $35 million, assuming the same tonnage as for 1957. This 
amounts to a social security tax of $0.073 per ton paid by employers. Details are 
given in the attached table A. 

Compared with crude petroleum and natural gas, which are, of course, coal’s 
principal competitors, the social security levy on coal production is outstandingly 
heavy. In 1957, for example, amounts of crude petroleum and natural gas 
equivalent to roughly 1 billion tons of coal were produced. Employer-paid social 
security taxes on such production totaled somewhat less than $35 million. If 
this production had, in fact, been 1 billion tons of coal instead of the equivalent 
amount of oil and gas, the social security taxes paid by employers would have been 
almost $60 million. Please see attached table B for details. 
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Is this the time to increase social security taxes as provided in H. R. 13549? 
We seriously question it and invite your earnest consideration of the principle 
involved. 


A. Bituminous coal production and employer social security taw, 1953-59 





| 












| Employer Employer 
Production, | social secur- | social secur- 
tons ity tax! ity tax rate 


(per ton) 2 
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(1) (2) 


(3) 
























a, “sah «ss : ._| 457, 290, 000 $14, 983, 000 $0. 033 
DNawntn nes ‘ 391, 706, 000 15, 789, 000 . 040 
1955. ba Ohwsdwlice : 464, 633, 000 21, 373, 000 | . 046 
Aine diastase tnts al 500, 874, 000 23, 040, 000 046 
1957. ; 490, 000, 000 28, 420, 000 . 058 
csi aah carpets tlt ; 490, 000, 000 35, 770, 000 . 073 


1 Amount of tax for 1955 through 1959 computed, based on estimates in col. (3). 

2 Rate per ton for 1953 and 1954 based on actual data from Social Security Administration. Rate for years 
1955 through 1957 based on actual data for 1953 and 1954, and change in rate of tax from 144 to 2 percent on 
Jan. 1, 1954, and to 244 percent on Jan. 1, 1957; and change in base coverage from $3,600 to $4,200 on Jan. 1, 
1955. Rate for 1959 based on change in rate of tax from 244 to 244 percent, and change in base coverage from 
$4,200 to $4,800 on Jan. 1, 1959. 


Source: U. 8. Bureau of Mines and Social Security Administration. 


B. Crude petroleum and natural gas production in coal equivalent tons and 
social security taw, 1953-57 
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1953 869, 733 $28, 701, 000 $14, 630, 000 
1954 874, 618 34, 985, 000 21, 175, 000 
1955 939, 466 43, 215, 000 26, 305, 000 
1956... 996, 603 45, 844, 000 27, 905, 000 
1957_ 1, 022, 023 59, 277, 000 35, 771, 000 


1 Crude petroleum converted to coal equivalent at rate of 4.517 barrels per ton; natural gas at rate of 24,372 
cubic feet per ton 

2 Based on rates shown in col. (3) of table marked “A’’. 

3 Based on actual data from Social Security Administration for 1953 and 1954; and for 1955 through 1957 
estimated on basis noted under footnote 2 of table marked **A’’ 








Source: Col. (1), U. S. Bureau of Mines; cols. (2) and (3) computed 


STATEMENT BY GEORGE MCLAIN, NATIONAL INSTITUTE OF SOCIAL WELFARE, WASH- 
INGTON, D. C., SUBMITTED TO SENATE FINANCE COMMITTEE 

















Mr. Chairman and members of the committee. My name is George McLain. 
I am president of the National Institute of Social Welfare with offices at 200 C 
Street SE., Washington, D. C., and main headquarters at 1031 South Grand 
Avenue, Los Angeles 15, Calif. 

By way of identification, let me say that the National Institute of Social Wel- 
fare is a nonprofit corporation, set up specifically to represent the aged, blind, 
physically handicapped, and dependent children on the local, State, and National 
level. It has been our job, through the past 17 years, to work in behalf of 
America’s aged and needy citizens, most of whom depend entirely upon the 
social-security and public-assistance programs for their survival. 

It is, therefore, with great joy that our people have greeted congressional ac- 
tion this year on the Social Security Act. We heartily commend the Senate 
Finance Committee for its rapid action in scheduling hearings on the House- 
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passed bill, H. R. 18549. We believe that H. R. 13549 is a good bill—so far as it 
goes. But nobody can argue that it meets the need in the important social- 
security and public-assistance field. 


ADMINISTRATION STAND 


Before I even get into the merits or omissions of H. R. 13549, I want to go 
on record as being completely shocked at the stand taken by our new Secretary 
of Health, Education, and Welfare, Arthur 8S. Flemming, on Friday, August 8. 

You will recall at that time, the Secretary recommended that the small liberal- 
izations of our public-assistance programs be stricken from the bill. Indeed, 
he literally demanded that this be done, threatening a presidential veto of the 
whole bill if it is not. I should like to be charitable to the new Secretary by 
suggesting that his limited time on the new job may not have afforded him suffi- 
cient opportunity to become completely familiar with human needs which are 
supposed to be considered by his good offices of health, education, and welfare. 
However, while Secretary Flemming may be new to HEW, the song he sang last 
Friday is as old as the office he occupies. The “Budget Bureau Blues” have been 
HEW’s theme song since Oveta Culp Hobby first arrived in Washington to put 
the skids under progress in the health, education, and welfare fields. 

Again the specter of a Federal deficit is cast as the “bogeyman” to scare law- 
makers away from heeding the cries of our most needy, helpless people; the aged, 
blind, physically disabled, and dependent children who must somehow survive 
on public-assistance checks averaging a little over $55 per month nationwide. 
These are the really tragic victims of inflation, caught in the squeeze between 
the steadily rising cost of living and hopelessly inadequate doles. 

Yet you are told by this administration that the measly $288 million a year, 
provided by the House Ways and Means Committee in H. R. 13549, to give a 
little helping hand to our 5 million most distressed citizens is going to add to the 
$12 billion Federal deficit. 

What gall. What bitter, bitter gall for the people of these United States to try 
and swallow. How unnerving to watch such blatant disregard for struggling 
human life. Indeed, I question if history can record a more publicly heartless 
attitude than was demonstrated before this committee by Secretary Flemming, 
in the name of the Eisenhower administration. 

I firmly believe that it is wholly to the credit of the United States Congress 
that the past 6 years have not seen the Department of Health, Education, and 
Welfare do completely away with any need for a Federal Department of Health, 
Education, and Welfare. 

And I have confidence that you will again in this 85th Congress pay heed to the 
desperate circumstances of our needy people. Let the President bear responsi- 
bility for denying aid to our starving people if he will, through veto. Let it 
be on his conscience that his seventy-odd-billion-dollar budget could stand astro- 
nomical foreign-aid appropriations, subsidies for every kith and kin in his big- 
business league; but that it could not stand a piddling $5 more a month for our 
old, our lame, our defenseless children. 

Yes, leave the President with his conscience—to live with it—if he can. 

But, let not the 85th Congress adjourn bearing the same burden of inhumanity. 
Rather, I urge that you look even beyond H. R. 13549, to more fair and equitable 
public-assistance amendments. 


INEQUITIES IN H. R, 13549 


For several years, we have advocated adoption of a variable-grant system of 
Federal public-assistance contributions based on each State’s per capita income. 
We believe this to be the surest way to help equalize the program so that all our 
needy people are assured at least subsistence payments. The House is to be con- 
gratulated for writing this principle into H. R. 13549. 

However, the variable-grant system is totally unfair to the higher income States, 
as it is written into the House bill, without an increase in the ceiling on the 
50-50 matching of Federal-State funds. 

No such increase is in H. R. 13549. It merely takes the present $60 ceiling 
and adds to it, the $6 ceiling on the matching of funds for the medical-care pro- 
gram passed 2 years ago by Congress; thus making the so-called new ceiling of 
$66. Its practical effect is to reward those high- and middle-income States 
who have not put up the $3 in States’ funds necessary to receive the $3 in Federal 


funds fo 
At the 
Federal 
during t 
A glar 
State of 


away m 
of 1956, 
assistan 
$4 a mo 
opportu 
only vot 
ated an 

Now, | 
ward th 
Under t 
Only Mi 
in per ¢ 
public-a: 

Califo 
on page 
ments of 
are victi 


This c 
either or 
1. Ad 
but reta 
raise the 
Z Ad 
medical 
$75 per 
8. Rev 
amendm 
amendm 
$30 paid 
amount 
The a 
yet the 
our need 
One f 
payment 
that in 
viding a 
on publi 
since th 
they rec 
leaving 1 
Memb 
mayed \ 
the reas 
are not | 


We he 
program 
abled pr 

It is ¢ 
fits to ju 
Committ 
percent 
have bee 
past 4 ye 


SOCIAL SECURITY 273 


funds for the medical program, by just giving them the Federal money anyway. 

At the same time, it penalizes those States who have acted in good faith to the 
Federal Government and their own needy people by appropriating State funds 
during the past 2 years to utilize the medical-care program. 

A glaring example of this can be found in the treatment meted out to my home 
State of California under H. R. 13549. California has historically spent far and 
away more State funds in caring for its needy than any other State. In October 
of 1956, when the social-security amendments became law, California’s old-age- 
assistance recipients were the first in the country to receive full benefit from the 
$4 a month increase in Federal funds voted by Congress. And at the very first 
opportunity, during its 1957 general session, the California State Legislature not 
only voted an increase in benefits to be paid entirely by the State, but appropri- 
ated an additional $14 million to put into effect the medical-care program. 

Now, along comes H. R. 13549, and California, which has consistently put for- 
ward the most State effort, stands to gain the least Federal encouragement. 
Under this bill, California would receive only $1.66 per recipient per month. 
Only Mississippi would receive less and that’s because Mississippi—being lowest 
in per capita income—has never found the money to provide more than a token 
public-assistance payment. 

California is by no means alone in this unfair treatment. Look down the list 
on page 41 of the Ways and Means Committee report—Social Security Amend- 
ments of 1958—and you will find that other high and upper-middle income States 
are victims of the same injustice, although to a lesser degree. 


SENATE AMENDMENTS 


This can and should be corrected in this committee. It can be easily done in 
either one of the following three ways: 

1. Adopt the variable-grant and average-payment principle of the House bill, 
but retain the present separate matching on $6 for the medical-care program and 
raise the Federal ceiling on general payments from $60 to $70; or 

2. Adopt the full principle of the House bill including lumping the general and 
medical payments together, but raise the ceiling on the matching of total funds to 
$75 per month; or 

3. Rewrite the public-assistance provisions of H. R. 13549, by substituting an 
amendment similar to the one introduced by Senator Russell Long in May. This 
amendment would have the Federal Government continue to pay $24 of the first 
$30 paid to the aged, blind, and physically handicapped, then two-thirds of the 
amount up to $45, and, finally, half of the amount up to a new ceiling of $70. 

The additional cost of either 1 of these 3 amendments would be nominal, 
yet the effect would be to assure more equal distribution of Federal help to all 
our needy citizens. 

One further word in regard to the necessity for increasing public-assistance 
payments along with old-age and survivors insurance benefits. You may recall 
that in 1954 Congress granted a $5 increase to OASI beneficiaries, without pro- 
viding a corresponding increase in old-age assistance. Nearly half of the aged 
on public assistance are also beneficiaries of small social-security checks. But, 
since their total income is dictated by public-assistance standards, the increase 
they received in OASI was automatically deducted from their assistance checks, 
leaving them with no increase at all. 

Members of Congress who voted for the social-security increase were dis- 
mayed when constituents kept writing in that they did not receive it. This is 
the reason. And the same thing will happen again if old-age-assistance payments 
are not increased along with OASI benefits. 


OLD-AGE AND SURVIVORS INSURANCE PROGRAM 


We heartily approve the changes made in the old-age and survivors insurance 
program. We’re particularly pleased with liberalization of the stringent dis- 
abled provisions. 

It is difficult to understand, however, why the House limited increased bene- 
fits to just 7 percent. Particularly in view of the fact that the Ways and Means 
Committee itself said that living costs have risen by 8 percent and wages by 12 
percent since the last OASI increase in 1954. Obviously the aged beneficiaries 
have been living on incomes which nowhere nearly cover the cost of living these 
past 4 years. 
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Now, when Congress appears ready to grant an increase it does not even 
catch up with the cost of living much less make allowances for the years to 
come during which the new benefit schedule will be in effect. 

Late last session the Honorable Aime J. Forand introduced a measure providing 
a 10-percent increase with a minimum of $5 per month. During the interven. 
ing months many other Congressmen and Senators have introduced similar leg- 
islation and all have commanded wide interest and support. In view of the 
financial straits that the majority of our elderly people on social security live, 
it is not surprising that the Forand proposal was greeted with immediate na- 
tional support. 

No reasonable person can argue against the justice of increasing OASIT bene- 
fits by an average of 10 percent. It’s only a matter of simple arithmetic, to 
realize that this little amount hardly covers the increased cost of living. 

In this very session, Congress has already recognized the cost-of-living prob- 
lem by granting increases to all Government employees. If anyone, in this whole 
wide world really needs increased income to offset increased living costs, it is 
the people over 65. Two-thirds of them now exist on incomes of less than $1,000 
per year. 

For the immediate present I sincerely urge this committee to increase OASI 
benefits by a minimum of 10 percent. I realize that this proposal has the 
greatest chance of passage in this session of Congress. 

However, in the not-too-distant future, this committee must give serious con- 
sideration to a substantial increase in social security benefits, particularly in 
the lower brackets. A clause basing increases and decreases on a cost-of- 
living index, should be included. This cost-of-living technique was originated 
by Denmark after the First World War and has now been widely and success- 
fully copied in socially alert countries throughout the world. 


HEALTH INSURANCE FOR OASI BENEFICIARIES 


Many of us were heartsick when the House passed H. R. 13549 without in- 
cluding in it a health insurance program for OASI beneficiaries. We fully 
realize that the lack of time left to act on social security bodes ill for any such 
program being included by this committee. However, we sincerely hope the 
Senate will not wait for House action in this important field. But, will 
instead, initiate full hearings on the subject soon after the 86th Congress 
convenes. 

The costs of medical care have skyrocketed. Even the American Medical 
Association must admit to this fact. The pressing problem of low-income 
groups has always been, “* * * how are we going to pay the doctor bills?” 
Hospital costs have increased by 285 percent. Physicians’ charges by 87 per- 
cent since World War II. This problem has increased each passing year. Not 
a single solution has been found, or even attempted. The eternal alarmists, 
whose cry of “Socialized Medicine” sounds out at the very hint of public 
interest in public health through Government action, have not come forth with 
any solutions or constructive suggestions. 

Recognition of the need for health insurance is as old as the Social Security 
Act itself. Here is an excerpt from the report submitted to the Ways and 
Means Committee in January 1935, by the Committee on Economic Security 
created under order of President Franklin D. Roosevelt for the purpose of 
lrafting recommendations toward enactment of the Social Security Act: 

“As a first measure for meeting the very serious problem of sickness in fam- 
ilies with low income we recommend a nationwide preventive public health 
program * * *, 

“The second major step we believe to be the application of the principles of 
insurance to this problem. We have enlisted the cooperation of advisory groups 
representing the medical and dental professions and hospital management in 
the development of a plan for health insurance which will be beneficial alike to 
the public and the professions concerned. We have asked these groups to com- 
plete their work by March 1, 1935, and expect to make a further report on this 
subject at that time or shortly thereafter * * *.” 

Gentlemen, that was 23 years ago. Sufficient time has elapsed, to complete 
the most comprehensive study ever attempted of a known problem. But, in 
these 23 years, what progress has been made? The medical profession has per- 
sisted in an almost violently negative approach, while Congress has been intimi- 
dated by their incessant paranoia. Hence, not even a start has been made to- 
ward alleviation of the suffering which is compounded with each passing day. 

H. R. 9567, by Congressman Forand, would offer limited health insurance 
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protection to many who need it the most; old-age and survivors insurance bene- 
ficiaries. You gentlemen must recognize the desperate need of such protection. 
Twenty-three years’ experience with the Social Security Act absolutely dictates 
acceptance of this nominal beginning toward a healthy America. 


NEEDED PUBLIC ASSISTANCE AMENDMENTS 


You are of course, well aware that the 1956 Social Security Amendments 
lowered the age for women under the old-age and survivors insurance program 
to 62. Unfortunately, the same age qualification was not applied to women 
under the old-age assistance program. This age differential has caused great 
hardships in thousands of cases where women are forced to accept their meager 
social security checks at 62 and are not old enough to apply for necessary sup- 
plemental aid under the old-age assistance program. This picemeal approach 
eauses much confusion, at the very least, and misery in the extreme. 

It therefore seems only logical that the age requirement under both programs 
should be compatible. 

The 1956 Social Security Amendments, as they emerged from the Senate, also 
included two other important provisions which were stricken from the bill in 
conference. The most vital one would have permitted recipients of old-age 
assistance to earn up to $50 per month without deduction in aid. The Senate 
voted 56 to 32 for adoption of this amendment sponsored by Senator Paul Doug- 
las. The other amendment, adopted unanimously by the Senate and stricken 
from the bill in conference, without explanation, provided that: “There shall be 
no discrimination on account of sex in the issuance of old-age assistance.” 
Many people are shocked, and rightfully so, to learn that in many States women 
are budgeted less for certain necessities of life than men. A case in point is 
the State of Illinois where women are given approximately $5 less per mouth for 
food than are men on the rather presumptuous and ridiculous theory that women 
eat less than men. 

I certainly feel that this committee is morally bound to give these two pro- 
visions thorough consideration since the Senate has already overwhelmingly 
approved both. 

The fourth point I would press upon the committee for immediate considera- 
tion is the unqualified provision in Federal law that all outside income, earn- 
ings, and resources must be taken into consideration when granting aid under 
the public assistance program. This has been construed by the Federal depart- 
ment and States to mean that an old person, who has been conscientious and 
thrifty, during his life by providing himself with a home is penalized for having 
done so. A deduction is made from his old-age assistance grant because he 
occupies his own home. This is the rankest kind of injustice. It can, and 
should be corrected now by this committee. 

As the fifth immediate objective, particularly in view of the current economic 
depression and its inherent evils of misery and want, I recommend that Con- 
gress take a thorough look at that part of the public assistance program which 
allows States to impose a 5-year residence requirement on applicants and 
recipients. 

While this might conceivably have been necessary 23 years ago, it is com- 
pletely out of step with the mobile society of 1958. This clinging to the static, 
rigid qualifications born out of Queen Elizabeth’s poor laws creates startling 
results. Thousands of destitute American families in every part of the country 
are disowned by county, State, and Federal Governments under the harsh 
residence requirements. 

We suggest that such a requirement be completely forbidden, or at the very 
least, reduced to a maximum of 1 year. 


HUMANITARIAN AND OLD-AGE RIGHTS ACT 


Since enactment of the public assistance section of the Social Security Act, 
Congress has been concerned with the low benefits given our needy aged, blind, 
physically handicapped, and dependent children and has, on several occasions, 
passed legislation to increase Federal contributions to the States for this 
program. 

However, while considering the financial needs of recipients under the pro- 
gram and making some small progress toward solution of this grave problem, 
Congress has given no assurances that our needy citizens will be treated humanely 
under administration of the Public Assistance Act. Herein lies the major cause 
of agitation among our elderly and needy citizens across the country. 
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If Congress is to be truly concerned with the plight of our public assistance 
recipients, then it must not only endeavor to provide financial assistance, but it 
must seek to safeguard them from undue harassment and intimidation in the 
receipt of such aid and restore to them their right of human dignity. 

Recognizing this need, a distinguished member of the Ways and Means Com. 
mittee, Cecil King, has for several years sponsored bills designed to not only 
provide more adequate financial assistance, but, also, to extablish a Federal 
standard of qualifications for the applicants and recipients. Congressman King’s 
bill is H. R. 5129. 

On April 4 of last year, Congressman James Roosevelt and Senator Hubert 
Humphrey introduced companion bills, H. R. 6611 and S. 1793, titled, “Humani- 
tarian and Old-Age Rights Act.” Some 50 Congressmen joined Mr. Roosevelt in 
House sponsorship of this measure, and 8 colleagues coauthored Senator Hum- 
phrey’s bill. Outstanding features of the bill include: 

1. That the age requirement for old-age-assistance recipients shall be the same 
as that established for old-age beneficiaries under title 11 of the Social Security 
Act. 

2. The aged and handicapped on public assistance would be allowed to earn 
up to $50 per month, and the needy children up to $30 per month, to supplement 
their assistance checks. (The blind are already permitted to earn $50 without 
penalty of reduction in aid.) 

3. Recipients may own a home free from the imposition of a lien. 

4. Household furnishings and reasonable insurance policy or burial arrange- 
ment is exempt. A floor is established under the amount of personal property 
which is a recipient is allowed to have. 

5. Elimination of the practice of enforcing collections from the relatives of 
recipients. 

6. The program is to be administered by each State so as to insure uniform 
treatment of the needy in all its political subdivisions. 

7. Prohibits publishing the names of recipients. 

8. Reduces the State-imposed residence requirement, now allowed by the Fed- 
eral Government, from 5 years to1 year. 

9. No person receiving such public aid shall be deemed a pauper, and no 
warrant drawn in payment shall contain any reference to indigency or pauper- 
ism. 

10. There shall be no discrimination because of sex. 

11. The value of any United States surplus food made available will not be 
deducted from the recipient’s aid. 


GENERAL ASSISTANCE 


It is my belief that Congress has delayed far too long in taking into consid- 
eration the vast number of people who are destitute and yet cannot meet quali- 
fications established for receipt of public-assistance funds under any 1 of the 
present 4 categories, which include aid to the aged, aid to the blind, aid to the 
physically handicapped, and aid to dependent children. 

Naturally, the present economic depression has been felt most deeply by this 
group of people, simply because there is no State or Federal program to act 
as a cushion for their economic downfall. Reports from across the country indi- 
cate that county welfare offices are jammed, relief rolls are swollen by people 
who can qualify for some measure of county relief. At the same time, hundreds 
of thousands of desperate people have been turned away without any aid, be- 
cause either county funds were exhausted or county rules and regulations pro- 
hibit such individuals from receiving assistance. 

As an immediate solution to this grave problem, we heartily endorse Con- 
gressman Thomas P. O'Neill, Jr.’s, bill, H. R. 11678, which would establish a 
new category : Title X VI—Grants to States for General Assistance. 

I, and many others have long maintained that such a new chapter should be 
added to the public-assistance sections of the Social Security Act. The need for 
this was evident during fairly high employment. Now that our Nation faces 
its greatest economic crisis in nearly two decades, such action would appear 
almost mandatory. 

LONG-RANGE OBJECTIVES 


The National Institute of Social Welfare has confined the first part of its 
statement to changes in the social-security law which could readily be approved 
in this session of Congress. However, we respectfully submit further sugges- 
tions, trusting committee members will be able to devote the time and energy 
necessary for their through evaluation in the near future. 
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OASI BENEFITS 


Since inception of the Social Security Act, old-age benefits under the annuity 
plan were meant to bear some relation to prevailing wage standards, thus 
enabling retired workers to maintain a fairly decent standard of living. Going 
pack to Ways and Means Committee hearings on the Economic Security Act in 
1935, we find that the Committee on Economic Security made this observation: 
“Contributory annuities are, unquestionably, preferable to noncontributory pen- 
sions. They come to the workers as a right, whereas the noncontributory pen- 
sions must be conditioned upon a ‘means’ test. Annuities, moreover, can be 
ample for a comfortable existence, bearing some relation to customary wage 
standards, while gratuitous pensions can provide only a decent subsistence.” 

Unfortunately, today, old-age benefits under title 1, fall woefully short of pro- 
viding even a decent subsistence, much less a comfortable existence. 

Compare the average OASI benefit of $65 per month with the current mini- 
mum wage standard of $1 per hour. Or, roughly $173.33 per month on a 40- 
hour week basis. The average old-age payment is just a little over one-third 
the amount which has been determined by Congress to be the absolute minimum 
on which an employed person can live. Even the maximum payment of $108.50 
per month is barely two-thirds of the minimum-wage standard. The minimum 
old-age payment of $30 per month amounts to only a bit over one-sixth of the 
minimum-wage standard. 

Viewed in this light, one can readily see Congress’ appalling failure in 23 years 
to even come near providing a decent subsistence for America’s retired workers. 
It is also apparent that 23 years of failure demands a new look, a fresh dynamic 
approach toward solution of our country’s most pressing domestic problem. 

Ample precedent and, certainly, sound reasoning exist for suggesting that 
OASI benefits bear realistic relation to the minimum-wage standard. Maximum 
payment should be on a par with the standard. Minimum payment should be, at 
the very least, 60 percent of basic minimum wages. This would bring the mini- 
mum old-age benefit to a little over $100 a month. Certainly, not an unreason- 
able or impossible goal. 

FINANCING 


Financing must, of course, be of initial concern in consideration of any changes 
in the Social Security Act. However, as long as Congress persists in running 
the social-security program on actuarial policies, dictated by regular insurance- 
company standards, its benefits will always be inadequate, and the people who 
most need help will continue to receive the least. 

Indicating the folly of this approach is the fact that at least 34 countries have 
found it necessary and advisable to provide some government financial participa- 
tion in old-age-insurance programs. These include Argentina, Australia, Austria, 
Belgium, Brazil, Chile, Costa Rica, Cuba, Denmark, Dominican Republic, Ecua- 
dor, Finland, France, Germany, Greece, Iceland, Iraq, Israel, Italy, Japan, 
Luxembourg, Mexico, Netherlands, New Zealand, Norway, Panama, Paraguay, 
Peru, Philippine Republic, Poland, Sweden, Switzerland, and Thailand. 

In addition to these, several others have very liberal pensions financed en- 
tirely out of public funds. Among these are Great Britain and Canada, which 
pay such pensions in addition to insurance benefits provided through regular 
employer-employee contributions. 

Since the majority of these countries are recipients of our foreign aid, the 
American taxpayer is, indirectly, subsidizing the elderly people of half the 
world. But the mere mention in this country of subsidizing our own old-age- 
insurance program sets up a chain reaction of horrified howls. The most bom- 
bastic of these come from interests who are, themselves, recipients of huge Gov- 
ernment subsidies. 

It is most distressing that Government subsidies are evidently considered wrong 
only when it has humanitarian (as well as economic) merit, such as in the old-age 
field. No one seems too concerned when Congress votes $700 million more in 
subsidies to the railroads, direct or indirect subsidies to the airlines, shipping com- 
panies, and builders, farmers, mine operators, utility companies, oil barons, just 
to name a few. 

PUBLIC ASSISTANCE 


Congress has never really taken a good, thorough, look at the plight of our 
needy citizens under the public-assistance section of our Social Security Act. 
When it does, its findings will reveal that complete renovation is long overdue. 
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More than any other group, our needy people are tragic victims of the inflation 
spiral. The average old-age-assistance payment of $60 a month can’t be said to 
come anywhere near providing for even the basic needs of our elderly people, 
And yet Congress itself imposes a $60 ceiling on the matching of Federal funds 
with States. 

A more equitable distribution of Federal funds can, and must, be found. 
As a starter toward this, we direct the committee’s attention to H. R. 5129, 
authored by the Honorable Cecil R. King. 

Under present law, the Federal Government puts up $24, with the State’s share 
being $6 of the first $30 for aid to those qualified under the public-assistance see. 
tions of the Social Security Act for old-age assistance, aid to the blind, and aid 
to the physically handicapped and totally disabled. On any payments made by 
the States to recipients over $30, but under $60, the Federal Government does 
not share in any contribution above $60, thus imposing a ceiling. 

This ceiling acts as a deterrent to States in paying an amount of assistance 
consistent with a decent standard of living. More than half the States have 
found it necessary to go above the $60 ceiling in providing for assistance cases. 
The remainder, mostly low per capita income States, are unable to match even 
up to $60 per month. 

For this reason, H. R. 5129 proposes a system of Federal contributions where- 
by payments to States would be based on the per capita income of the States. It 
also removes the ceiling on the Federal-State matching formula. Under this 
system, those States, whose per capita income is the same as or greater than 
that of the continental United States, would continue to match assistance pay- 
ments on a 50-50 basis with the Federal Government on any amount above $20 
per month. (The present basic formula whereby the Federal Government puts 
up $24 to the State’s $6 of the first $30, would be retained. ) 

To help the needy in those States, whose per capita income is lower than that 
of the continental United States, Federal contributions (on payments above $30) 
would be figured on a percentage basis with Federal contributions ranging from 
50 to 75 percent, depending upon the per capita income of such State. 


PERMANENT STATUS 


It must be a further accepted fact that the public assistance program is here 
to stay—at least for several decades. Its slipshod treatment can be partially 
blamed on the mistaken theory held by some, that it is only a temporary thing. 
Just how this mistaken theory came into being is difficult to assess, particularly 
in view of the fact that the first Committee on Economic Security report in 1935, 
stated the case plainly as follows: 

“Contributory annuities can be expected in time to carry the major, but under 
the plan we suggest, never the entire load, until literally all people are brought 
under the contributory systems, noncontributory pensions will have a definite 
place even in long-time old-age security planning.” 

The recently acquired congressional habit of placing even the most meager in- 
creases in Federal funds on a short temporary basis is a bad one, and should be 
replaced with the solid approach of building a sound humane program. 


SOCIAL SECURITY COMMITTEE 


In my oral statement, and in this supplementary material, I have tried to out- 
line many of the grievances the elderly and needy bear and offer partial solution 
to correcting them. However, I believe that only thorough and continuing study 
by the Congress of the United States can finally produce a really fair and ade- 
quate program. 

Congressional attention to the Social Security Act throughout its history has 
been spasmodic and sometimes even erratic. This has resulted in gross in- 
justices to 15 million people who today are directly and vitally affected by it— 
not to mention the millions of people indirectly interested in its improvement. 

Due to the great load of extremely important work for which the House Ways 
and Means Committee and Senate Finance Committee must be responsible, it is 
unfortunate that the social security program has to be included as just one of 
their many vital functions. Certainly, a program so directly affecting the day-to- 
day welfare of every man, woman, and child in this country, deserves more than 
a possible 2 weeks’ consideration every 2 years. 

The only immediate answer to this dilemma would appear to be the appoint- 
ment of subcommittees on social security which could operate with a specially 
trained staff and utilize the congressional session plus adjournment time to co- 
ordinate the facts and make recommendations to the full committees. 





This wo 
to conside1 

I would 
assistance 
program ¢ 
gressional 
and its ad 

Public 1 
administr: 
themselve 


AMER 


Hon. HAR 
Chain 
7 
DEAR & 
hoki hea 
This bill 
ability in 
system, 2 
members 
AFL- Cl( 
H. R. 135 
We fe 
of those 
the cost- 
ereases | 
abled w: 
able fea’ 
of the bh 
system. 
and mul 
the acce 
In fact, 
I kno 
will be 
and An 
CIO, w! 
we ask 
and tha 
s 


Re Soci 
rey 
sec 

Hon. H 
Ch 


DEAI 
701, W 
of Hea 
to cha 
“servic 
that tl 
privat 
possib 
to wh« 
that, Vv 
you a 
not b 
profes 


lation 
Lid to 
eople. 
funds 


ound. 
5129, 


share 
P Sec. 
d aid 
le by 
does 


tance 
have 
‘ASeS. 
even 


ially 
ing. 
arly 
1935, 


nder 
ught 
inite 


r in- 
d be 


out- 
tion 
udy 
ade- 


has 


SOCIAL SECURITY 279 
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This would release the full committees from the necessity of sitting en masse 
to consider even the most minor changes. 

I would strongly urge that such a subcommittee start first with the public 
assistance sections of the Social Security Act, without a doubt, the most complex 
program of all. The subcommittee should be invested with all necessary con- 
gressional powers to assure obtaining necessary facts involving publie assistance 
and its administration on the Federal, State, and local level. 

Public hearings should be held in representative States to hear the views of 
administrators, social welfare groups, and most important of all, the recipients 
themselves. 


AMERICAN FEDERATION OF STATE, COUNTY, AND MUNICIPAL EMPLOYEES, 
Washington, D. C., August 6, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
The United States Senate, Washington, D. C. 

DeAR SENATOR Byrp: I understand that the Senate Finance Committee will 
hoki hearings on H. R. 13549 Friday, August 8, and Monday, August 11, 1958. 
This bill will increase benefits under the Federal old-age, survivors, and dis- 
ability insurance system, improve the actuarial status of the trust funds of such 
system, and make other improvements in the Social Security Act. The 200,000 
members of the American Federation of State, County, and Municipal Employees, 
AFL-CIO, are vitally interested in. the improvements which are proposed in 
H. R. 13549. 

We feel that this bill which will provide a 7 percent increase in the benefits 
of those presently drawing social-security payments is vitally needed in view of 
the cost-of-living increases which have occurred since 1954. Corresponding in- 
ereases in the benefits of future retirees, payments to the beneficiaries of dis- 
abled workers, and the increases in taxable income ceiling to $4,800 are desir- 
able features of the bill. At the same time, we heartily endorse the provisions 
of the bill which will improve the actuarial status of the trust funds of the 
system. The broadening of coverage provision for employees of State, county, 
and municipal governments is particularly attractive to our members. We favor 
the acceleration in the increase of the tax to be paid by employees and employers. 
In fact, we find none of the provisions of the bill are objectionable. 

I know that spokesmen from our union would merely repeat the views which 
will be stated by Nelson Cruikshank, director of the social security department, 
and Andrew J. Biemiller, director of the legislative department of the AFL- 
CIO, when they appear before your committee on August 8, 1958. Therefore, 
we ask that this letter be made a part of the record on this important matter 
and that your committee take favorable action on the bill. 

Sincerely yours, 
GorRDON E. BREWER, 
Civil Service Counsel. 


THE WYATT Co., 
Washington, D. C., August 6, 1958. 

Re Social Security Amendments of 1958—H. R. 13549, section 701, page 105; and 

report of Committee on Ways and Means on H. R. 13549—reference to same 

section on page 78 of report 
Hon. Harry F.. Byrp, 

Chairman, Senate Finance Committee, 

Senate Office Building, Washington, D.C. 

DEAR SENATOR Byrp: I believe a loophole exists in the aforementioned section 
701, which amends section 1106 (b) of the present act to allow the Department 
of Health, Education, and Welfare to perform services to outside parties subject 
to charging an appropriate fee for such services. The trouble is that the word 
“services” is wholly unqualified or limited in the language of the bill. This means 
that the Department could take on any sort of job, for example, to compete with 
private consultants in working in the area of private benefit programs. This 
possibility is very disturbing to actuaries such as myself and to other consultants 
to whom I have pointed out this discrepancy in the bill. It is my understanding 
that, while your committee will hold hearings on the coming Friday and Monday, 
you are likely to be so tight for time that an individual, such as myself, could 
not be heard. Indeed, this noncontroversial detail—albeit important to our 
profession—would perhaps not need to be pointed out by oral testimony before 
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your committee. I am hopeful that this letter will result in some corrective 
action. 

It would be my recommendation that such action take the form of adding 
language along the following lines after the word “services” in the third line of 
“(b)” on page 105 of the bill, so that it would read as follows with my proposed 
language italicized : 


“... and requests for services in respect of operational, informational, and 
statistical matters within the purview of this act, may, .. .” 


While I sincerely hope that a qualifying amendment of this nature—certainly 
noncontroversial—could be inserted at the proper time, should this fail, I would 
earnestly hope that, in your committee report, you would set up guideposts to 
restrict the Department from rendering services to outside parties which are not 
germane to the social security operations and information thereunder. TI be. 
lieve you, yourself, are fully in accord with the need to keep Government out 
of competing with, or superseding, private business areas. 

I am taking the liberty of sending a copy of this letter to the other members 
of your committee. 

Sincerely yours, 
DoRRANCE C. BRONSON, 
Fellow, Society of Actuaries. 


MILWAUKEE, WIs., August 7, 1958. 
Hon. Harry FiLoop Byrp, 
Senate Office Building, Washington, D. 0.: 


Because the amendment to the social security law introduced by Senator Ken- 
nedy removes the inequitable and unfair ceiling on the social security lump sum 
death payment the Nationa] Funeral Directors Association of more than 13,000 
members supports the amendment in the public interest. 

Roy T. MERRILL, 
President, National Funeral Directors Association. 


HARTFORD, Conn., August 8, 1958 
Senator Harry F.. Byrp, 
Chairman, Committee on Finance, 
Washington, D.C.: 


House-passed bill, H. R. 13549 increasing maternal and child health and services 
to crippled children (also child welfare) amounts each by $5 million. Bill now 
in Senate Committee on Finance. We urge your support raising the ceilings 
to $25 million each as in the Senator Neuberger bill S. 3504 and S. 3925. 

STANLEY H. Ossorn, M. D., 
Commissioner, Connecticut State Department of Health. 


AMERICAN MEDICAL ASSOCIATION, 
Chicago, Iil., August 11, 1958. 
Hon. Harry F. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D. C. 


DEAR SENATOR Byrp: On Friday, August 8, 1958, the American Optometric 
Association urged an amendment to the Social Security Act as follows 

“The Congress hereby declares that it is in the public interest that the services 
of optometrists should be available to beneficiaries of health programs financed 
in whole or in part by funds appropriated from the Treasury of the United States. 
Nothing in this act or in any other act authorizing health programs shall be 
construed to exclude the utilization of the services of optometrists within the 
scope of their practice as prescribed by the laws of the jurisdiction in which the 
service is rendered.” 

The representatives of the Optometric Association also incorporated by ref- 
erence an amendment offered before the House Ways and Means Committee 
and further stated : “Both amendments we believe to be in the public interest and 
are willing to abide by the decision of this committee as to which one is pref- 
erable.” 

The American Medical Association does not believe that either of these pro- 
posals are in the public interest or that they are the only alternatives open to 
the committee. We do not believe that proposals which would, by one stroke of 
the pen, amend all Federal statutes dealing with medical care should be con- 
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sidered lightly or be the subject of only 2 days of hearings. We believe that the 
Federal agencies involved and the public at large should be given an opportunity 
to study the consequences and to express an opinion. 

The American Medical Association therefore recommends that the Senate 
Finance Committee follow the example of the House Ways and Means Com- 
mittee by rejecting these proposals. We also urge that the Senate Finance 
Committee go one step further and amend title X, section 1002 (a) (10) by delet- 
ing from such subsection the words “or by an optometrist, whichever.” 

The granting to optometrists the right to make examinations to determine 
blindness may result in a failure to ascertain the cause of blindness and thus 
prevent the administration of necessary medical rehabilitative care. Unfor- 
tunately, in too many cases proper treatment has been delayed or possible reha- 
bilitation or cure denied because of diagnoses rendered by others not qualified 
as medical practitioners. On the other hand, the medical skills possessed by 
physicians has resulted in the detection and successful treatment of the organic 
and systemic causes of blindness. 

It is my hope that this statement can be made a part of the record of your 
hearings. 

Sincerely yours, 






















F. J. L. BLASINGAME, M. D., 
Executive Vice President. 











NATIONAL FUNERAL DIRECTORS ASSOCIATION OF THE UNITED STATES, INC., 
Milwaukee, Wis., August 2, 1958. 





Hon. Harry FLoop Byrp, 
Senate Office Building, Washington, D.C. 

My Dear SENATOR Byrp: It is in the public interest that I am writing you about 
the bill amending the social security law which was passed earlier this week by 
the House of Representatives. While most benefits are increased in this measure 
the lump sum death payment ceiling was left at $255. 

Our association members each year conduct the funerals of more than 1 million 
Americans. They know what matters have to be taken care of and problems 
which develop when death occurs. That is why our president, Roy ‘Tl. Merrill, 
wrote you as he did on December 16, 1957 and why I appeared on behalf of the 
association before the Committee on Ways and Means of the House of Repre- 
sentatives on June 23,1958. (Statement appears on pp. 507-509, House hearings.) 

If the social security amendments bill passed by the House becomes law, when 
it does the maximum primary benefit will be $116. Ina few years this payment 
for many persons will reach $127. If there was no ceiling the maximum luuip- 
sum payment, after the amendment becomes effective, would be $348 and in a 
few years would reach $381. When there are people eligible for a $127 primary 
award under the present ceiling they will get a $255 lump sum payment which 
is about twice the primary award. To others the $255 lump sum will represent 
three times the award. This is unfair and inequitable especially in those cases 
where after years of taxes being paid by the employer and employee and the 
self-employed the Jump sum payment is the only social security benefit realized. 

We were told the cost of removing the ceiling under the bill passed by the 
House is 0.03 of 1 percent of payroll. 

At the time of death there are many expenses resulting from last illness and the 
funeral. The lump-sum payment is to help with these whether for a widow with 
young children or a bachelor with no survivors. 

We know you agree that the method of determining what the lump-sum pay- 
ment will be should be the same in all cases. We hope the unfair and inequitable 
ceiling will be eliminated. 

Yours sincerely, 



































HowarpD C. RAETHER, 
Executive Secretary. 














STATEMENT OF CoL. JoHN T. CARLTON, EXECUTIVE DIRECTOR OF THE RESERVE 
Orricers ASSOCIATION OF THE UNITED STATES, BEFORE THE SENATE FINANCE 
CoMMITTEE 












Mr. Chairman and members of the committee, the Reserve Officers Associa- 
tion is organized for one purpose, as outlined in our national constitution and 
bylaws, and that is “The object of the association shall be to support a military 
policy for the United States that will provide adequate national security and 
to promote the development and execution thereof.” 
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In carrying out this objective of our association, we naturally are deeply 
concerned with all matters which deal with the morale of our Reserves as well 
as our active-duty forces. 

In H. R. 13549, we desire to comment on only one section, which does affect 
personnel of the Reserves as well as our active-duty forces. 

We should like to recommend our entire approval of section 206 of this bill, 
which replaces section 224 of the present law. We hope that your committee 
sees fit to approve this section. 

Inasmuch as individuals who are covered by social security make payments 
under the provisions of the law, it seems to us that if they should qualify for 
disability retirement under the provisions of social security they should be en- 
titled to receive this payment, and in addition thereto, if they qualify for dis- 
ability retirement under military laws that individuals in this category should 
be permitted to receive both payments. The number involved is very small, 
but it is only just and right that they be given this privilege. 

I want to thank the committee for the privilege of appearing before you. 


UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 


August 8, 1958. 
Hon. Harry F. Byrp, 


Chairman, Senate Finance Committee, 
United States Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: AS you know, Senator Payne, for himself and me, intro- 
duced an amendment to H. R. 13549 in the Senate on August 8 which would 
facilitate the extension of social security coverage to employees of certain muni- 
cipalities in the State of Maine. This amendment is essentially the same as 
S. 3424, which was introduced earlier this year by Senator Payne and myself 
but does contain one basic difference from that bill. S. 3424 would have been a 
permanent change in the Social Security Act, whereas the amendment which I 
have introduced would be in effect only until July 1, 1960, after which it would 
expire. 

In Senator Payne’s absence and at his request, I am submitting this letter 
which was drafted by Senator Payne. 

The 98th Maine Legislature enacted a law (ch. 338, Public Laws of 1957) 
providing that employees of the political subdivisions of the State are eligible 
for the benefits of social security. This act specifically excluded teachers, police- 
men, and firemen from its coverage if they were under an existing pension or 
retirement plan. In Maine, teachers are covered by the Maine State retirement 
system as a class and do not depend upon the municipalities membership to 
make them eligible. Consequently, those political subdivisions of the State of 
Maine which joined the Maine retirement system without first securing social 
security coverage are precluded from such coverage by the requirements of the 
Social Security Act. The purpose of my amendment is to provide a period dur- 
ing which the State of Maine could treat teachers in the same manner that the 
Social Security Act treats police and firemen; that is, as a separate class. Dur- 
ing this period the political subdivisions which belong to the Maine retirement 
system could bring their employees under the coverage of the Social Security Act. 

The legislation was developed in close cooperation with the Maine Municipal 
Association and the executive secretary of the Maine State retirement system. 
It would eliminate a great inequity in Maine, where the employees of some local 
governments are now eligible for social security while the employees of adjacent 
communities are not. In order to provide the committee with additional infor- 
mation on this problem, I am enclosing a copy of a letter with enclosures from 
Mr. Frank Chapman, executive secretary of the Maine Municipal Association. 

It is noted that the Department of Health, Education, and Welfare has sub- 
mitted an adverse report to the committee on S. 3424, and the Department’s 
objections are based primarily on its position in opposition to special provisions 
for particular States. Inasmuch as the Social Security Act now contains special 
provisions for a number of States, this objection would not seem to be particu- 
larly valid. However, in recognition of the Department’s views, my amendment 
has been modified to place it strictly on a temporary basis, which follows the 
precedent established by the provision adopted for Oklahoma as part of the 
Social Security Amendments of 1956. In this regard it its noted that the House 
Committee on Ways and Means has recently reported to the House a bill to 
revive the special Oklahoma provision. 
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As you will note, my amendment provides that it would be effective until 
July 1, 1960. This would provide, roughly, a period of 2 years during which 
the affected municipalities in Maine could take advantage of the provision. The 
selection of the 2-year period is necessary in order to insure that, if enacted, 
communities will have an opportunity to take advantage of the provisions of 
this amendment. 

It is my hope that in considering H. R. 13549, which is presently before your 
committee, the committee will adopt the amendment which I have introduced. 

Sincerely yours, 
MARGARET CHASE SMITH, 
United States Senator. 


H, R. 18549: A bill to increase benefits under the Federal old-age, survivors, 
and disability insurance system, to improve the actuarial status of the trust funds 
of such system, and otherwise improve such system; to amend the public assist- 
ance and maternal and child health and welfare provisions of the Social Security 
Act; and for other purposes. 

viz: On page 70, between lines 3 and 4, insert the following new section: 


“TEACHERS IN THE STATE OF MAINE 


“Sec. 318. For the purposes of any modification which might be made after the 
date of enactment of this Act and prior to July 1, 1960, by the State of Maine of 
its existing agreement made under section 218 of the Social Security Act, any 
retirement system of such State which covers positions of teachers and positions 
of other employees shall, if such State so desires, be deemed (notwithstanding 
the provisions of subsection (d) of such section) to consist of a separate retire- 
ment system with respect to the positions of such teachers and a separate retire- 
ment system with respect to the positions of such other employees; and for the 
purposes of this sentence, the term teacher shall mean any teacher, principal, 
supervisor, school nurse, school dietitian, school secretary, or superintendent 
employed by in any public school, including teachers in unorganized territory.” 


MAINE MUNICIPAL ASSOCIATION, 
Augusta, Maine, June 3, 1958. 
Hon. FREDERICK G, PAYNE, 
United States Senate, Washington, D. C. 

Dear Frep: When I was in your office May 22, I discussed with the members 
of your staff the status of the measure that you introduced for us concerning 
social-security coverage for municipal employees, 8. 3424. John Fessenden sug- 
gested that I write a letter restating the necessity of securing the legislation this 
session and append a list of municipalities and quasi-municipal corporations that 
would be affected, with the approximate number of employees in each unit. At- 
tached you will find such a list and will note that 22 municipalities and 28 quasi- 
municipal corporations with a total of 3,363 employees are involved. Briefly, the 
problem is that these political subdivisions joined the Maine State retirement 
system without first having secured the benefits of social security. Under Maine 
law as it existed prior to 1957, these municipalities were not permitted social- 
security coverage. Maine law was changed by the Public Laws of 1957, chapter 
338, so that the State now authorizes coverage if the Federal law permits. The 
problem at the moment is that Federal law does not permit these municipal sub- 
divisions to take advantage of the social-security program because the employees 
became part of a specific class upon joining the retirement system. Thus, legis- 
lation is necessary to permit the creation of another class within this group. 
This may be accomplished by an amendment permitting the State of Maine to 
designate teachers as a class separate from other municipal employees. This 
designation is needed because of the fact that teachers under Maine law are con- 
sidered as State employees for the purposes of the State retirement system 
whether or not the municipal subdivision has joined the retirement system. 

In effect, 8S. 3424 would permit the State of Maine to treat teachers in the same 
manner that the Social Security Act treats police and firemen; that is, as a 
a Separate class outside of coverage. 

Very possibly, this letter, the appended list of municipal units, and a copy of 
my letter of February 27, 1958, including the attached letter to John R. Campbell, 
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of the Boston office of Social Security, under the date of February 24, would serye 
to give sufficient background material so that the State’s problem could be clearly 


stated. For your convenience, I am enclosing duplicates of the two letters aboye JouN R. ¢ 
mentioned. Regio 
May I think you again for the assistance that you have given us with this Dey 
problem, and hope that we may be able to see the successful passage of this Drak M 
needed legislation in the not too distant future. Harle R. |! 
Sincerely yours, Federal S 
FRANK G. CHAPMAN, The his 
Associatio 
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FEBRUARY 24, 1958. 
JouN R. CAMPBELL, Jr., 
Regional Representative, Bureau of Old-Age and Survivors Insurance, 
Department of Health, Education, and Welfare, Boston, Mass. 


DEAR Mr. CAMPBELL: This letter will serve to confirm our discussions held in 
Barle R. Hayes’ office on February 14 relative to the proposed amendment to the 
Federal Social Security Act covering certain classes of municipal employees. 

The history of this proposal is roughly as follows: The Maine Municipal 
Association secured an amendment to the Revised Statutes of 1954, chapter 65, 
section 1, which declared it to be the policy of the Maine Legislature that em- 
ployees of political subdivisions, whether or not members of an existing re- 
tirement or pension system, would be eligible for the benefits of social security. 
This amendment went on to state that teachers, policemen, and firemen were 
specifically excluded from this policy if they are under an existing pension 
orretirement plan. This law is Public Law 1957, chapter 338. 

This legislation was brought about primarily because of the mobility of munic- 
jpal employees in those communities that were unable to be covered by social 
security because they had joined the State retirement system first. There are 
only some 25 or 30 Maine communities who will be affected, as any community 
that accepted social security first may join the State retirement plan without 
giving up the social-security program. 

The discussion covered the proposed amendment submitted by Senator Payne, 
a copy of which is attached, which, unless read against the background of 
chapter 338, does not accurately point out what we wish to accomplish in 
amending the Social Security Act. 

It was further brought out that Senator Payne’s proposal should be amended 
by including a definition of teachers that would effectuate the exclusion. It 
seemed to be mutually agreed that “teacher,” as defined in the Maine State 
retirement law, enacted as Public Law 1955, chapter 417, and as amended in 
1957, would be sufficient to meet this need. Section 1 of the retirement law de- 
fines “teacher” as follows: “Teacher” shall mean any teacher, principal, super- 
visor, school nurse, school dietitian, school secretary, or superintendent em- 
ployed in any public school, including teachers in unorganized territory. This 
definition would not exclude school janitors, bus drivers, ete., who would then be 
in the covered classifications. 

The major problem in the State of Maine is that teachers are covered by the 
Maine State retirement system as a class and do not depend on the municipality’s 
membership to make them eligible. Thus, for the purposes of the State retire- 
ment system, a teacher is classified in essence as a State employee. 

Our proposed legislation is designed to permit the State of Maine to treat 
teachers in the same manner that the Social Security Act treats police and 
firemen, that is, as a separate class outside of coverage. 

I believe that this covers, in general, our discussion, and sets forth the prob- 
lem facing us in Maine. For your convenience I am including Senator Payne’s 
proposal with our proposed amendment added. 

May we hear from you at your earliest convenience, as we hope to be able to 
forward a copy of this to Senator Payne to enable him to introduce the necessary 
legislation. 

Sincerely yours, 
FRANK G. CHAPMAN, 
Executive Secretary. 


MAINE MUNICIPAL ASSOCIATION, 
STATE HEADQUARTERS, 
Hallowell, Maine, February 27, 1958. 


Hon, FREDERICK G. PAYNE, 
United States Senate, Washington, D.C. 


DEAR SENATOR: [ was extremely pleased to receive your letter of February 24, 
concerning the proposed amendment to the Social Security Act. We had just 
recently held a meeting with the Boston regional representatives concerning the 
very same matter, which was successful in that it brought to them for the first 
time the reasons why we consider such an amendment necessary for the State 
of Maine. 

Their point of view was essentially the same as Mr. Christgau, that is, that we 
Were attempting to create special treatment for a specified class of employees in 
this State. 
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When it was pointed out that the amendment was necessary to correct an 
existing inequity, namely, that some municipalities in Maine had joined the 
State retirement system before seeking social security, and were thus precluded 
from the social-security program, while others who joined the social-security 
program first could later joint the State retirement system and thus realize the 
benefits of both programs, it was mutually agreed that our proposal had merit, 

One point was brought out as a measure of clarification, and that was the 
definition of the word “teacher.” It was suggested that your proposal be 
amended to include the present Maine definition. 

I am enclosing a copy of a letter to Mr. John R. Campbell, which confirms ang 
summarizes our meeting discussing the above points. It is our hope that this 
legislation will be successful and that these Maine communities will no longer 
be prevented from being eligible for the benefits of the social-security program, 

I received your letter concerning the amendment to the urban renewal 
program, and will bring it to the attention of our executive committee, who meets 
today. 

Thank you again for your assistance in this matter. 

Sincerely yours, 
FRANK G. CHAPMAN, Ewecutive Secretary, 


{[S. 3424, 85th Cong., 2d sess.] 


A BILL To amend title II of the Social Security Act to facilitate the extension of social 
security coverage to certain State employees in the State of Maine 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 218 (d) (6) of the Social Security 
Act is amended by adding at the end thereof the following new sentence: ‘For the 
purposes of this subsection, any retirement system of the State of Maine which 
covers positions of teachers and positions of other employees shall, if such State 
so desires, be deemed to consist of a separate retirement system with respect to 
positions of such teachers and a separate retirement system with respect to the 
positions of such other employees; and, for the purposes of this sentence, the 
term ‘teacher’ shall mean any teacher, principal, supervisor, school nurse, school 
dietitian, school secretary or superintendent employed in any public school, 
including teachers in unorganized territory.” 





STATEMENT BY SENATOR PAYNE ON Brut To PERMIT EXTENSION OF SOCIAL-SECURITY 
COVERAGE TO MUNICIPAL EMPLOYEES IN MAINE 


This bill would amend the Social Security Act to permit the extension of 
coverage to employees of political subdivisions of the State of Maine. The 
amendment is necessary so that the State will be able to conform to the require- 
ments of the applicable State statute which is at present in conflict wih the 
Social Security Act on one minor point. 

Last year the 98th Maine Legislature adopted an act declaring it to be the 
policy of the State of Maine that employees of political subdivisions of the State 
have the benefits of social security whether or not they were members of an 
existing retirement system. Some 25 or 30 Maine communities are members 
of the Maine State retirement system and will be affected by the bill. 

The act of the Maine Legislature expressly provided that its provisions would 
not apply to teachers, policemen, and firemen who were under an existing pension 
or retirement plan. In Maine, teachers are covered by the Maine State retire- 
ment system as a class and do not depend upon the municipality’s membership 
to make them eligible. In effect then, for the purpose of the State retirement 
system, a teacher is considered a State employee. But for social-security pur- 
poses a teacher is considered an employee of the municipality and where social- 
security coverage is to be extended to employees of a municipality which belongs 
to a retirement system, it must under the Social Security Act, include all municipal 
employees covered by the system. 

Since the laws of Maine preclude social-security coverage for teachers, the 
employees of municipalities which belong to the State retirement system are 
presently denied social-security benefits because of the requirements of the 
Social Security Act. The bill which has been introduced would permit the State 
of Maine to treat teachers in the same manner that the Social Security Act treats 
policemen and firemen—as a separate class. 
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The Social Security Act presently contains special provisions for many States, 
jncluding Florida, Georgia, Minnesota, Nevada, New Mexico, New York, North 
Caroline, North Dakota, Oklahoma, Oregon, Pennsylvania, South Carolina, South 
Dakota, Tennessee, Texas, Washington, Wisconsin, and the Territory of Hawaii. 

It is my hope that the Congress will be able to adopt this measure this year, so 
that the employees of cities and towns in Maine may participate in the social- 
security program. 


AvueustT 13, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
United States Senate, Washington, D. C. 

Deak SENATOR Byrp: I understand that the Senate Finance Committee will 
hold hearings on H. R. 13549, Friday, August 8, and Monday, August 11, 1958. 
This bill will increase benefits under the Federal old-age, survivors, and disability 
insurance system, improve the actuarial status of the trust funds of such system, 
and make other improvements in the Social Security Act. The 200,000 members 
of the American Federation of State, County, and Municipal Employees, AFI-— 
CIO, are vitally interested in the improvements which are proposed in H. R. 
13549. 

We feel that this bill, which will provide a 7-percent increase in the benefits of 
those presently drawing social-security payments, is vitally needed in view of 
the cost-of-living increases which have occurred since 1954. Corresponding in- 
creases in the benefits of future retirees, payments to the beneficiaries of disabled 
workers, and the increases in taxable-income ceiling to $4,800 are desirable fea- 
tures of the bill. At the same time, we heartily endorse the provisions of the 
bill which will improve the actuarial status of the trust funds of the system. 
The broadening of coverage provision for employees of the State, county, and 
municipal governments is particularly attractive to our members. We favor the 
acceleration in the increase of the tax to be paid by employees and employers. 
In fact, we find none of the provisions of the bill are objectionable, 

I know that spokesmen from our union would merely repeat the views which 
will be stated by Nelson Cruikshank, director of the social-security department, 
and Andrew J. Biemiller, director of the legislative department of the AFL-CIO, 
when they appear before your committtee on August 8, 1958. Therefore, we 
ask that this letter be made a part of the record on this important matter, and 
that your committee take favorable action on the bill. 

Sincerely yours, 
Gorpon E. BREWER, 
Civil Service Counsel. 


CAROLINA COACH Co., 
Raleigh, N. C., August 11, 1958. 
Hon. Harry F’. Bykp, 
United States Senate, Washington, D. C. 

My Dear Senator Byrp: There is a bill before the Senate which I would like 
to call to your attention, namely, H. R. 13549, which has been passed by the 
House of Representatives. It contains a provision which would strike from the 
Social Security Act the deduction of workmen’s compensation from social-secu- 
rity disability benefits. This would mean that a totally and permanently dis- 
abled employee of 50 years or more would collect both workmen’s compensation 
and full social-security benefits at the same time. 

My reason for objecting to this phase of the bill is that it would destroy the 
incentive for injured employees to become rehabilitated and return to work, and 
would increase the cost of workmen’s-compensation insurance and destroy the 
effectiveness of the insurance companies’ rehabilitation programs. I think you 
realize that a great many insurance companies are carrying on a comprehensive 
rehabilitation program that helps individuals who have been injured. 

In addition, I do not like to see the Federal Government taking over the State 
workmen’s-compensation system. I think this should be left to the States. 

While I have not gone into a great deal of detail in this letter, I think you can 
see that this kind of legislation would be detrimental to our industrial program 
that has been carried on successfully in years past. I hope you will oppose this 
part of the legislation contained in the bill. 

With kindest regards, I am, 

Sincerely yours, 
R. C. HorrMan, Jr., President. 
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LiTTLe Rock, Ark., August 12, 1958, 
Senator Harry F. Byrp, 


United States Senate, Washington, D. C.: 


Amendment of title 10, section 1002 (a) (10), deleting the words “or by an 
optometrist whichever,” is before your committee. The law at present permits 
optometrist to examine applicants for aid to blind as well as a physician skilled 
in diseases of the eye. The optometrist is not trained in diagnosis and treat. 
ment of medical conditions of the eye. This has resulted in the following: Many 
repeated examinations with added expense, delay in obtaining the needed assist. 
ance, and delay in treatment that might prevent further loss of vision. The 
details of specific clients showing these results are in my files. The AMA, the 
NSPB, American Foundations for Eye Care, and the Council for the Arkansas 
Medical Society also feel this change is necessary. Senator John McClellan 
and Representative Brooks Hays and Representative Wilbur Mills can all per- 
sonally certify my ability to testify on this subject. 

K. W. CosGrove, M. D. 


UNITED STATES SENATE, 
Washington, D. C., August 11, 1958. 
Hon. Harry F.. Byrp, 
Chairman, Committee on Finance, 
United States Senate, Washington, D.C. 


Dear SENATOR Byrp: On February 7, 1957, we introduced S. 1067, to extend 
the unemployment-compensation program to Puerto Rico. 

This bill has received strong endorsement of the Department of Labor, and 
we understand from Dr. A. Fernés-Isern, Resident Commissioner of Puerto Rico, 
cosponsor of this bill in the House of Representatives, that the House Ways and 
Means Committee would accept this measure as an amendment to a House- 
passed revenue bill if such amendment should be adopted by the Senate. In 
the light of the foregoing, it is, therefore, requested that S. 1067 be accepted as 
an amendment to H. R. 13549, now before you. 

To further detail this bill, attached herewith is the recent statement by 
Dr. Fernés concerning it before the House Committee on Ways and Means. 

Sincerely, 
Irnvinc M. Ives. 
JACOB K. JAVITS. 


STATEMENT BY Dr. A. FERNOS-ISERN, RESIDENT COMMISSIONER OF PUERTO RIco, 
BEFORE THE House COMMITTEE ON WAYS AND MEANS WITH REFERENCE TO H. R. 
634 To ExTEND THE UNEMPLOYMENT COMPENSATION PROGRAM TO PUERTO RICO 
AND H. R. 6386 To AMEND THE Socrat Securtry Act Pusric ASSISTANCE 
PROVISIONS 


Mr. Chairman, my name is Dr. A. Fernés-Isern. I am the Resident Commis- 
sioner of Puerto Rico. 

I thank the committee for the opportunity to appear and express my views 
on H. R. 634 and H. R. 636, both of which contain provisions of critical importance 
to Puerto Rico. 

I address myself first to H. R. 684 which would extend the unemployment com- 
pensation program to Puerto Rico, and for other purposes. 

The United States Department of Labor in reporting on the bill strongly 
recommended the enactment of legislation to extend the unemployment com- 
pensation program to Puerto Rico along the lines provided in H. R. 634. The 
Department said that such legislation, which was recommended by the Prest- 
dent in his economic report last January, is a part of the legislative program of 
the United States Department of Labor. It is to be noted that the enactment of 
H. R. 684 would complete the Federal-State system of unemployment security in 
Puerto Rico. The Wagner-Peyser Act was extended to the Commonwealth in 
1950 for the purpose of that objective. H. R. 634 would also complete the pro- 
tection of all the social-security programs to Puerto Rico. The maternal and 
child welfare prgram was extended in 1940, the programs for old-age assistance, 
aid to dependent children, aid to the blind, and aid to the permanently disabled 
were extended in 1950. In 1951, the Old Age and Survivors Insurance Act was 
extended to Puerto Rico. 
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It is to be noted that the Commonwealth government has enacted its own 
unemployment insurance law and that the machinery for implementing exten- 
sion of the Federal program is currently available. Under the Commonwealth 
jaw, deductions are being made now for unemployment insurance. Unemploy- 
ment payments under the local law will begin in January 1959. The extension 
of the Federal program is needed to supplement the local program. For instance, 
unless the unemployment compensation system of Puerto Rico is incorporated 
into the Federal system, Puerto Rico will continue to be ineligible to receive the 
penefits of the emergency extension of unemployment benefits recently made 
available to the States as an antirecession measure. 

It is to be noted that until very recently Puerto Rico had traditionally been 
an agricultural community. Moreover, it had been a 1-crop economy with the 
main crop being sugar. Because of the seasonal character of employment in these 
agricultural pursuits, the small size of the island, and its dense population, a 
very serious chronic unemployment situation developed. In order to create 
employment, Puerto Rico embarked on what has been termed Operation Boot- 
strap, a program of self-help which has resulted in the establishment of new 
industries in Puerto Rico. These industries have resulted in the creation of 
many jobs and it is hoped that more industries may be opened in Puerto Rico 
to give greater employment security to more and more people and promote higher 
levels of living. You may be sure that the Commonwealth is making every effort 
within its means and abilities to provide greater employment security. It is 
felt, however, that the fullest measure of protection for the workers can be 
derived if the Commonwealth program of unemployment insurance is incorporated 
into the Federal system. 

A very important consideration concerning the desirability of incorporating 
the Federal and Commonwealth plans is the great number of Puerto Rican 
workers who travel between Puerto Rico and the mainland during the period of 
their eligibility. In Puerto Rico they are now eligible for benefits under the 
Commonwealth law but not under the Federal. In the mainland they are eligi- 
ble for the Federal benefits but their connection with the Commonwealth system 
is lost. By integrating the Puerto Rico system to the Federal such undesirable 
situations would be taken care of. 

In summary, the desirability and feasibility of meeting serious social prob- 
lems in Puerto Rico has long been recognized by Congress and is reflected in its 
inclusion in a number of remedial statutes, such as the Wagner-Peyser Act and 
the various titles of the Social Security Act. Unemployment is a problem in 
Puerto Rico, and the unemployed must have protection, preferably through an 
overall nationwide insurance program. 

The unemployment insurance program of Puerto Rico was started after care- 
ful study and preparation on which officials of the Commonwealth had frequent 
conferences with the staff members of the Department of Labor in their efforts 
to develop a financially sound and acceptable plan. As with the States, this 
program could be made more effective by welding it to the Federal program of 
unemployment insurance. 

H. R. 636: To amend the Social Security Act to eliminate the existing limita- 
tions on the amount which may be paid to the Commonwealth of Puerto Rico in 
any fiscal year under the public assistance programs contained in titles I, IV, 
X, and XIV of that act. 

The second bill which I urge the committee to consider favorably is also of 
great importance to Puerto Rico. It concerns the neediest of our people. 
Puerto Rico has been struggling with the problem of direct payments to the 
needy, since under the public assistance amendments to the Social Security Act 
of 1951 the law was extended to Puerto Rico. At that time Puerto Rico was 
spending under its own law $3 million annually for public assistance exclusive 
of administration costs. In consideration of Puerto Rico’s annual expenditures 
of $3 million for this purpose, Congress set a ceiling for the Federal share of 
$4,250,000. Apparently the reason for this was that at that time it appeared 
that Puerto Rico could not dedicate more than this amount annually for public 
assistance, as it Was required to match Federal funds. It was provided that the 
Federal participation would be on the dollar-to-dollar matching basis and would 
be limited to $30 per month as the maximum assistance which could be provided 
for any one person. We are still very far from this $80 goal. However, 
through the years, the Puerto Rican government has been spending more and 
more to meet public assistance needs. In recognition of this, the Congress in 
1956 increased the Federal share 25 percent over the ceiling theretofore allowed 
by law. That is, the ceiling was lifted to $5,312,000, instead of $4,250,000. 
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At the present time, Puerto Rico is devoting about $8 million annually for 
direct relief; the United States Government as before said, $5,312,000. The 
Puerto Rico share and the Federal share, combined, amount therefore to a little 
more than $13 million. But this permits an average of only $10 per month per 
recipient under the program. This, while living costs in Puerto Rico, accord- 
ing to official figures, are 17% percent higher than in Washington, D. C. 

I do not believe I could say anything else which would so graphically point out 
the need for removing the ceiling on Federal contributions under the act, although 
the $30 individual limit be maintained as well as the 50-50 sharing formula, the 
dollar-to-dollar matching formula which the law now provides for Puerto Rico. 
My bill would allow the Federal Government to participate in the program to the 
extent that the Commonwealth government is able to participate, by the same 
amount and within the $30 limitation. There would always be a practical 
ceiling; the resources of Puerto Rico would not allow for the Commonwealth 
increasing its share much above the $8 million the Commonwealth is now able to 
provide, budget requirements being so heavily committed for other public pur- 
poses. Increases at best would be gradual, and necessarily limited to the gradual 
development of Puerto Rico’s resources. Under the formula, Puerto Rico would 
never receive as much as under the formula now being applied to the States. 

Puerto Rico is operating within certain fixed limitations, which are a great 
handicap to social and economic progress. Its 2144-million population is confined 
to 3,500 square miles of island space more than a thousand miles from the 
mainland. It has no natural resources. Because of its inclusion within the 
United States tariff system, Puerto Rico’s trade is naturally confined mostly to 
the mainland. Trade between the mainland and Puerto Rico is subject to the 
United States coastwise shipping laws. Freight rates are very high. This is 
an important factor in the cost of living in Puerto Rico and its industries. As I 
mentioned earlier, sugar is the most important commodity Puerto Rico sells, but 
Puerto Rico sells to the mainland within a system of assigned quotas under the 
Sugar Act. Here it must be observed that within this program, Puerto Rico is 
permitted to refine only a small part of the sugar it sells. The requirement that 
Puerto Rico sell the bulk of its sugar in raw form means at least $20 million per 
year in income that the local economy does not receive. 

In order to industralize, it was necessary to attract capital which was not 
available locally. So as to attract capital, it was necessary for the Puerto 
Rican government to offer liberal tax inducements, and the Puerto Rican worker 
must also accept lower wages than on the mainland. This, despite the fact that, 
as aforesaid, the cost of living is 17.5 percent higher than in Washington. 

As a result of what we call Operation Bootstrap, there is greater employment 
in Puerto Rico. Wages creep slowly upward, and income is increased, but, in 
order to bring industries into Puerto Rico, the Puerto Rican government has been 
forced to sacrifice needy revenues which would be derived from normal taxation 
and which would be used for social betterment and the creation of additional 
services, including aid to the needy. 

It is the endeavor of Puerto Rico to be as self-sustaining as is possible, while 
meeting the necessary needs of its people. We, in Puerto Rico, hope that the 
overall economic realities will eventually permit Puerto Rico to take complete 
responsibility for its social needs. But, during this difficult interim period, in 
order to help remedy so much need and suffering amongst the less fortunate 
members of our citizenry, we need help. I hope that the committee will see fit 
to recommend the assistance which extension of the Federal program can give, 
and that the committee will support H. R. 636. 





[S. 1067, 85th Cong., 1st sess.] 


A BILL To extend the unemployment compensation program to Puerto Rico, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That paragraph (2) of section 901 (b) of the 
Social Security Act, as amended, is amended to read as follows: 

“(2) the amount estimated by the Secretary of Labor as equal to the 
necessary expenses incurred during the fiscal year for the performance by 
the Department of Labor of its functions under (i) this title and titles III 
and XII of this Act, (ii) the Federal Unemployment Tax Act, (iii) the 
provisions of the Act of June 6, 1933, as amended, (iv) title IV (except 
section 602) of the Servicemen’s Readjustment Act of 1944, as amended, and 
(v) title IV of the Veterans’ Readjustment Act of 1952; and’’. 
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Sec. 2. Paragraph (1) of section 1101 (a) of the Social Security Act, as 
amended, is amended to read as follows: 

“(1) the term ‘State’ includes Alaska, Hawaii, the District of Columbia, and 
the Commonwealth of Puerto Rico, and when used in titles I, IV, V, X, and XIV 
includes the Virgin Islands.” 

Src. 3. Paragraph (2) of section 1101 (a) of the Social Security Act, as 
amended, is amended to read as follows: 

“(2) The term ‘United States’ when used in a geographical sense means the 
States, Alaska, Hawaii, the District of Columbia and the Commonwealth of 
Puerto Rico.” 

Sec. 4. Section 3306 (j) of the Internal Revenue Code of 1954 is amended to 
read as follows: 

“(j) Srate, UnrTrep States, AND CiTIzEN.—For purposes of this chapter— 

“(1) Srate.—The term ‘State’ includes Alaska, Hawaii, the District of 
Columbia, and the Commonwealth of Puerto Rico. 
“(2) Unirep Strates.—The term ‘United States’ when used in a geographi- 
cal sense includes the Commonwealth of Puerto Rico. 
An individual who is a citizen of the Commonwealth of Puerto Rico (but not 
otherwise a citizen of the United States) shall be considered, for purposes of 
this section, as a citizen of the United States.” 

Sec. 5. EFFECTIVE DATE.- 

(a) The effective date of sections 1, 2, and 3 of these amendments shall be 
January 1, 1958. 

(b) Section 4 of these amendments shall be effective with respect to re 
muneration paid after 1957 for services performed after 1957. 


UNITED STATES SENATE, 
COMMITTEE ON FINANCE, 
August 13, 1958. 


Memorandum. 
To: Hon. Harry F. Byrd, chairman, Senate Finance Committee. 
From: Clinton P. Anderson. 

Mr. Chairman, I would like to invite your attention to a letter and telegram 
handed to me by the distinguished senior Senator from Arizona. These com- 
munications relate the concern felt by the State of Arizona over inclusion of 
section 510 in the social security bill, H. R. 13549, which is now under considera- 
tion by the Finance Committee. 

Section 510 of the bill repeals section 9 of the Navajo-Hopi Rehabilitation Ac t. 
This provision of the act recognizes the unique Federal responsibility involved 
in caring for those Indians who are distressed. It requires a special matching 
formula of Federal aid to the States for amounts paid by the States for old-age 
assistance, aid to dependent children, and aid to the needy blind for Navajo and 
Hopi Indians residing on reservations or on allotted and trust lands. Congress 
recognized by the enactment of this act that the burden of looking after these 
Indians continues to be a Federal burden and not one which should be placed 
upon a single or a few States. I can find no explanation why this section which 
attempts to repeal this Federal responsibility was inserted in the present legisla- 
tion. ‘The House report gives no enlightenment on this whatsoever. I feel that 
this attempt is beyond the scope of the present legislation, and I hope that the 
committee will act to delete it from the bill. 

I am attaching copies of the letter and telegram received by Senator Hayden 
from the Department of Public Welfare of the State of Arizona. 


STATE OF ARIZONA, 

DEPARTMENT OF PUBLIC WELFARE, 

STATE OFFICE BUILDING, 
Phoeniz, August 6, 1958. 


Hon. CarL HAYDEN, 
United States Senator, 
Washington, D. C. 
DEAR SENATOR HAYDEN: This letter is to provide you with additional informa- 
tion in regard to the social-security amendments and is a followup of our tele- 
gram of yesterday. 
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The Arizona State Department of Welfare has historically taken the position 
that the Navajo’s and Hopis have treaties through the Federal Government with 
all of the 48 States. This indicates a sharing of responsibilities and duties with 
all of the States. With this as a premise, it is our thinking that a special 
formula for matching of assistance grants is only just. 

The Navajos and Hopis represent 10 percent of our federally matched case- 
load. This, as you can see, is a heavy percentage, particularly in relation to 
their population. 

The best interest of the State of Arizona would be served by : 

1. Continuation of the present Navajo-Hopi formula, and, if at all possi- 
ble, its extension to aid to the permanenly and totally disabled and any 
other federally matched assistance program that may conceivably develop 
in the future. 

2. Adoption of a variable grant formula in addition to the above for the 
rest of the caseload. Arizona still falls in the category of a have-not State, 

Thank you so very much for your vigilant efforts in our behalf. Reader’s 
Digest may refer to you as the “Silent Senator,” but we prefer to refer to you 
as the “get it done” Senator. 

With very best wishes to you and a hope that you adjourn in the near future 
so that we can have the pleasure of your company in Arizona once again. 

Sincerely yours, 

FEN HILpRETH, Commissioner. 


PHOENIX, Ariz., August 8, 1958. 
Hon. Cart HAYDEN, 
United States Senator, 
Washington, D. C.: 


Using the proposed variable formula on the federally matched Navaho and 
Hopi caseload in place of the present special formula will increase the annual 
State cost for Navaho and Hopi Reservation cases by the following amounts: 
Old-age assistance, $101,636.64; aid to dependent children, $127,390.92; aid to the 
blind, $13,553.76. However, there is indication that the application of the vari- 
able formula to the entire caseload, including the Navaho and Hopi Reserva- 
tion cases, would decrease the annual State cost. It would be to Arizona’s 
advantage, in terms of saving State money, to have the proposed variable for- 
mula. It would be even to greater advantage to have the new variable formula 
plus—I repeat, plus—the present special Navaho-Hopi formula. In addition, on 
philosophical grounds, we would dislike to see the abrogation of Federal respon- 
sibility for the special needs on the Navaho and Hopi Reservation. Your efforts 
are appreciated. 

FEN HILDRETH, 
Commissioner, Arizona State Department of Public Welfare. 


WINONA, MINN., August 10, 1958. 
Hon. Huserr H. HuMPHREY, 
Senate Office Building, 
Washington, D. C.: 


H. R. 13549, Social Security Amendments of 1958, is now being considered by 
the Senate Finance Committee. Title 6, section 601, of this bill proposes major 
and significant changes in the structure of the Federal child welfare services 
program under title 5, part 3, of the Social Security Act. This program was 
originally designed to meet special needs of the States, and was supposed to 
stimulated voluntary effort. H. R. 18549 would remove the present provisions 
of the law with respect to the use of Federal child-welfare funds in predomi- 
nately rural areas and other areas of special need, and would make such funds 
available in every county in every State, regardless of need. We consider this 
a serious threat to voluntary child-care programs. I urge your determined 
efforts to prevent this proposed change, and recommend that it be deleted from 
the bill. We are in complete accord with the views regarding H. R. 13549 
expressed by Mr. Charles J. Tobin, secretary of the New York State Catholic 
Welfare Committee, in his letter of August 8, 1958, to Senator Byrd, chairman of 
the Senate Finance Committee. We respectfully solicit your immediate atten- 
tion to this important matter. 

Very Rev. Msgr. J. RicHArD FEITEN, 
Director, Catholic Charities, Diocese of Winona, Inc. 
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NeW YorK PUBLIC WELFARE ASSOCIATION, 
August 7, 1958. 
Hon. Harry F. Byrn, 
Chairman, Senate Finance Committee, 
United States Senate, Washington, D. C. 

Deak SENATOR Byrp: The House of Representatives has given almost unani- 
mous favorable action to the Social Security amendments of 1958 which are 
included in H. R. 13549. 

I communicated with Senator Ives and Senator Javits, representing the State 
of New York, pointing out to them that this bill, as passed by the House of 
Representatives, had many provisions desirable to the people in the State of 
New York, and the Nation at large. 

Senator Ives has written me indicating that he has submitted my recommenda- 
tions to your committee for the information and eonsideration of its members. 

We are all interested in reducing, so far as possible, the cost of public assist- 
ance, and the provisions of the cost-of-living increases in the insurances will 
contribute to a reduction in the amounts needed to be spent for public assistance. 

Changes with respect to administrative problems which, if enacted, will assist 
in reducing the cost of administering public-assistance programs are included 
in this bill. 

This association, representing all of the public-welfare administrators in the 
State of New York, endorses the provisions contained in the bill as enacted by 
the House of Representatives, and strongly urges favorable consideration by 
your committee and the United States Senate. 

Sincerely yours, 
Roger H. Burts, President. 


Sumter, S. C., August 6, 1958. 
Hon. Harry Bykov, 
Chairman of Senate Finance Committee, 
Senate Office Building, Washington, D.C. 

DrAR Str: I would like to express my opinions concerning the proposed increase 
in social-security benefits. According to the information that I have, Congress 
raised the benefits in 1954 by more than 12 percent for those retiring through 
September of that year and by more than 16 percent for those retiring after- 
ward. The cost of living, however, rose only 7.6 percent from September of 
1952 to April of 1958. 

Thus, the higher benefits in 1954 indicate that new increases are not needed to 
offset the cost of living rise of the last 2 years. 

I understand that the Advisory Council on Social Security financing established 
by Congress in 1956 will not report before the end of this year. In view of this, 
enactment of new legislation affecting cost and financing should be deferred 
until the Council study is complete and its report is submitted. 

I also understand that HEW Secretary Folsom testified before the committee 
on June 16 that Congress should create a similar type council to make an intensive 
review of the social-security benefit structure and other major problems, 

The history of social security seems to prove that many Members of Congress 
feel that during election year it is popular to increase these benefits regardless 
of the soundness of them. I believe it is time to put a stop to this situation and 
before any increases are made that it should be on a sound basis according to 
need and ability to pay and not used as a political football. 

I will appreciate your attention to this information. 

Sincerely, 
LD. B. JAMES, 
President, Sumter Chamber of Commerce. 


LA Crossk, WIS., August 10, 1958, 
Senator Harry Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. C.: 
Regarding H. R. 13549, we understand that provision title 2 relating to title 5, 
Social Security Act, would remove recognition of voluntary social welfare agencies 
and their supplementary role in public programs. We would like to reemphasize 
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the basic traditional role and services of voluntary social service agencies in 
meeting needs of children and families in our communities. As a member of 
Wisconsin statute-created advisory committee we see that essential need of con- 
tinuing recognition of the partnership of voluntary public agencies in meeting 
needs of all children. We feel section 601 should be deleted or specifically spelled 
out accordingly. 
Thank you, 
Msgr. NORBERT DAIL, 
Catholic Welfare Bureau, Diocese of La Crosse, Wis. 


CuricaGo, ILL., August 6, 9958, 
Hon. Harry F'Loop Byrn, 
Senate Finance Committee, 
Senate Office Building, Washington, D. C.: 

The National Congress of Parents and Teachers has long been concerned with 
the program of the Children’s Bureau and appropriations necessary to carry its 
work forward. With 26-percent increase in child population during the last 
8 years, and the expected additional increase of 17 percent by 1965, we recognize 
that even the increased State appropriations cannot provide much-needed services 
for children. 

We feel this justifies increasing ceiling authorization for grants for maternal 
and child health, crippled children’s and child-welfare program. Since appro- 
priations cannot be increased until Congress raises the ceiling, we urge you, asa 
member of the Senate Finance Committee, to vote favorably for this important 
authorization. 

Mrs, CrirrorD N, JENKINS, 
First Vice President, National Congress of Parents and Teachers. 


Young WOMEN’S CHRISTIAN ASSOCIATION OF THE 
UNITED STATES OF AMERICA, 
NATIONAL BOARD, 
New York, N. Y., August 11, 1958. 
Hon. Harry Fioop Byrp, 
Chairman, Finance Committee, 
Senate Office Building, Washington, D. C. 


My DEAR SENATOR ByrpD: The Young Women’s Christian Association of the 
U. S. A. has supported the Social Security Act since its inception and has con- 
sistently worked to strengthen it and extend its coverage. Delegates to the 
national convention of the YWCA in March 1958, representing approximately 
2 million members from about 950 associations, expressed special concern for 
the status of agricultural laborers under this act, and voted unanimously to 
work for “more adequate benefits assured to seasonal and farm workers.” 

The 1956 amendments to the Social Security Act adversely affected the cover- 
age of farm laborers by two major provisions. One of these provided that they 
must earn at least $150 in a calendar year from 1 employer in order to secure 
credits. The Department of Labor has estimated that 250,000 farm workers 
lost coverage as a result of the raising of this figure from $100. The other 
amendment concerns placing the crew leader in the position of employer under 
the terms of the law. The tentativeness of the relation of the crew leader to 
the laborer makes his legal status as “employer” inappropriate, and works to 
the disadvantage of the laborer. The high mobility of both worker and leader 
works against the maintenance of permanent records and therefore against the 
full coverage of farmworkers. 

The national board of the YWCA hopes, therefore, that in your consideration 
of H. R. 13549, the proposed Social Security Amendments of 1958, that your 
committee will recommend lowering the requirement for earnings by farm 
laborers, and will provide such administrative procedures that will assure 
seasonal and farmworkers more adequate benefits. 

We also regret that there are still some segments of our working population, 
particularly the self-employed, who are still not covered under the Social 
Security Act. We hope that the Finance Committee will bear this in mind 
when the 1958 amendments to the law are considered. 
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We applaud the extension of coverage contained in the bill and particularly 
support those amendments having to do with public-assistance provisions and 
material and child welfare. 

Sincerely yours, 
MILDRED F.. H. JONES 
Mrs. Paul M. Jones, 
Vice President. 


THE DEAN & Barry Co., 
Columbus, Ohio, August 7, 1958. 
Hon. Harry Byrp, 
Senate Finance Committee Chairman, 
Senate Office Building, Washington, D. C. 

Dear Sir: It seems that each election year the raising of social security is 
good politics and that 1958 is no exception. 

I have read where the House has recently passed a bill raising social security 
immediately and of necessity raising the rates on both the employee and em- 
ployer but not until after election. This sounds like politics when you give 
the raise now and charge the people for it later. 

In my opinion, any raise in social security or any change for that matter 
should be deferred until after the present long-range study of the whole social- 
security system is completed. I also believe that with the recession we have 
had this year that the increased costs to both the employee and employer will 
be harmful to the economy. 

Let us defer any change until it can be considered without the pressure of 
an election in the offing. 

Very truly yours, 
Rosert 8. McKay IT. 


THE ROBINSON CLAY PRODUCT Co.,, INC., 
Akron, Ohio, August 8, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


DeaR SENATOR Byrp: The increase in old-age benefits and old-age-benefit tax 
on employers and employees, proposed under H. R. 13549, is not, in my opinion, 
a properly timed or well-planned legislative program. You have undoubtedly 
given the bill thorough consideration. I wish, however, to communicate to you 
my reaction to the proposed changes and ask that you reconsider the following 
aspects of the problem. 

1. Increased costs of doing business.—The proposed increase in tax (a change 
in tax rate from 2% percent to 2% percent and in taxable earnings from $4,2 
to $4,800 per year) will raise the per employee cost from $94.50 to $120 at the 
maximum limit and represents a 27 percent additional old-age-benefit tax. An 
increase in an individual business expense of 27 percent is not only excessive 
but ill-timed in that we are in an economic period when industry in general and 
our company specifically have had an uphill battle to produce profits. The addi- 
tional cost to our company would be a significant amount, difficult to recover 
through increased selling prices. 

2. Inflationary effect—Increased benefits to retired workers and the increase 
in fringe benefits to active employees has obviously an inflationary tendency since 
productivity is not changed. Hence, the Federal Government, which has been 
actively opposing further inflation, would, by H. R. 13549, be feeding the infla- 
tionary trend. 

3. Lack of thorough planning.—Increased benefits without adequate actuarial 
Studies is an illogical procedure. Private insurance companies with annuity or 
retirement policies have not been able to develop practical programs similar to 
the increased benefits granted under H. R. 13549. I believe that a necessary 
preliminary before such a bill includes a thorough actuarial review including the 
possibility of definitely funding the program. While cradle-to-grave security is, 
of course, desired by all, I cannot understand how benefits of $127 per month or 
$1,524 annually can be provided with contributions of $8,400 from employers and 
employees over a 35-year period. 
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Will you, therefore, lend your support to the defeat of the present H. R. 13549 
and recommend the return of the bill to committee for further investigation? 
Yours very truly, 
W. E. Rosrnson, President, 


DAYTON CARBIDE TOOL COMPANY, INC., 
Dayton, Ohio, August 8, 1958. 
Hon. Harry F, Byrp, 
Senate Finance Committee Chairman, 
Senate Office Building, Washington, D. C. 

Deak Siz: We see where the House of Representatives passed a bill, H. R, 
13549, increasing old-age benefits and its taxes, and will soon be heard by the 
Senate. 

We believe the matter warrants more consideration than the November elec. 
tions, and urge nonpartisan thinking with facts and figures being employed to 
substantiate any decision. These facts and figures should be obtained by the 
congressional study of social-security financing now in process. Therefore, no 
decision should be rendered until this study is completed and compiled into 
readable facts. 

Tax increases of any kind can only add to our woes as a small business, and 
this would be multiplied if proven unnecessary. 

We trust you will give this your undivided attention. 

Very truly yours, 
Ronert J. HAINeEs, 
Assistant Secretary-Treasurer. 


THE GREENFIELD PRINTING & PUBLISHING CO.,, 
Greenfield, Ohio, August 8, 1958. 
Senator Harry F. Byrp, 
Senate Finance Committee Chairman, 
Senate Office Building, Washington, D. C. 

Deak Sir: It is disappointing that apparently we are faced with another 
round of price increases and inflation. It seems too bad that the steel manu- 
facturers found it necessary to increase their prices, which will, of course, be 
reflected in our cost of living. 

It is our understanding that you are now giving thought to increasing the 
social-security payroll tax rate and tax base. If this is done, how can we expect 
labor and business to keep the wage scale and products prices at their present 
level? Apparently there just does not seem to be an end to the continual increase 
in the cost of living. 

We would like to suggest that you give long and careful thought to any 
increases in our tax schedule. As manager of a small business, we find it 
increasingly difficult to stay competitive. 

Yours truly, 
Witson L. Moon, 
President and General Manager. 


Los ANGELES, CALIF. 
Hon. Harry F. Byrp, 


Chairman and members, Senate Finance Committee, 
Senate Office Building, Washington, D.C.: 

To increase social-security taxes on 75 million working Americans to pay 
increased benefits to 12 million on social-security rolls will add to inflation and 
create additional burdensome tax load for business. We urge that no social- 
security changes be made pending the filing of the study of the Advisory Com- 
mittee which is evaluating the program. Past election year liberalizations 
largely responsible for present financial imbalance in system we count on fiscal 
integrity of Senate Finance Committee to keep this issue in proper perspective. 

Respectfully, 
GEORGE B. Gose, 
President, Los Angeles Chamber of Commerce. 
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Boston, Mass., August 11, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C.: 


Referring to H. R. 13549, at present before the Senate Finance Committee, 
section 206 of this bill repeals section 204 of Social Security Act which in part 
provides that workmen’s compensation payments shall be deducted from social- 
security benefits based on disability. Elimination of this deduction would be a 
potent factor in destroying disabled workers incentive to return to work. It 
would result in increased cost to employers, both for social security and work- 
men’s compensation insurance. It would weaken the object of our workmen’s 
compensation law which is to rehabilitate injured workers as soon a spossible 
for their own good and for the benefit of society. Strongly urge that section 
206 of the bill be stricken out. 

GREATER BoSTON CHAMBER OF COMMERCE, 
PAUL T. ROTHWELL, 
Chairman, National Affairs Committee. 


New York, N. Y., August 11, 1958. 
Hon, Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C.: 

The National Medical Foundation for Eye Care, recognized spokesman for 
American Ophthalmology in public affairs, respectfully requests that the follow- 
ing statement be accepted as part of the official record of the Senate Committee 
on Finance, for consideration by your committee in its deliberations on proposed 
amendments to the social security law. 

Ophthalmologists are doctors of medicine, who, by training and practice, are 
competent to render every kind of scientific diagnosis and medical and surgical 
treatment of the human eye, including refraction. Optometrists are not doctors 
of medicine, and, under the laws of the several States, are not permitted—nor 
are they educationally qualified—to diagnose diseases of the eye or diseases 
of the body manifest in the eye, nor to administer drugs or medicines, nor to 
perform surgery on the eye. Their proper and legal field is the measurement, 
through refraction, of the physical powers of the eye and the prescription of 
glasses for the correction of such visual deficiencies as may be so corrected. 

In view of these facts, we respectfully express our firm opposition to the 
amendment proposed to your committee on August 8, 1958, by V. Eugene McCrary, 
and on behalf of the American Optometric Association, which would provide that 
in the Social Security Act “the services of optometrists would be available to 
beneficiaries of health programs financed in whole or in part by funds appro- 
priated from the Treasury of the United States * * *.” 

We also wish to reiterate our opposition to the amendment proposed to the 
House Ways and Means Committee on June 18, 1958, by William P. Mac- 
Cracken, Jr., on behalf of the American Optometric Association, which would 
provide that in the Social Security Act “and in all Federal legislation and regu- 
lations the terms ‘health care’ and ‘medical care’ shall be deemed to be synony- 
mous” * * *, etc., to which Mr. McCrary alluded in his testimony on August 8, 
1958. 

The effects of this principle, as already applied to the Federal program for aid 
to the blind, through the 1950 amendments to title X of the social-security law, 
are flagrantly contrary to the public interest and specifically to the welfare of 
many persons adjudged to be blind on the basis of optometric “examinations.” 
Evidence can be produced to show that in some cases proper treatment has been 
delayed, or possible rehabilitation or cure denied, because of diagnosis rendered 
by others than fully qualified medical practitioners. 

The optometric claims to competence in the field of ocular pathology made by 
Mr. McCrary before your committee on August 8, 1958, are in several instances 
belied by statements originating from optometric spokesmen and organizations. 

In the article, Optometric Jurisprudence, in the New York County Opto- 
metric Society Bulletin, volume 4, June 1957, by Harold Kohn, counsel to the 
American Optometric Association, this statement occurs : 
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“An optometrist is concerned solely with the correction and improvement of 
vision and the accomplishment thereof without the use of drugs, medicine, or 
surgery.” 

In a letter signed by Andrew J. Denman, O. D., chairman, interprofessional 
committee of the Georgia Optometric Association, addressed to Georgia ophthal- 
mologists on date of November 26, 1957, the following statement was made: 

“Most of our college and university programs in optometry today consist of 2 
years of liberal arts or science and 4 years of professional training. Even 
though study is made of ocular pathology, it is given and intended as basie 
knowledge only in order that optometrists be capable of recognizing a diseased 
condition that must be referred to you and your colleagues for attention. We 
do not attempt to diagnose or treat, as that is the job of the medical doctor.” 

Whenever blindness exists, it is the result of disease or injury, conditions 
which can be diagnosed and treated only by a physician. Moreover, every time 
a patient is adjudged blind on the basis of an optometric recommendation, an 
opportunity is lost to determine the true medical cause of blindness and to 
appraise the chances of rehabilitation or cure. 

The statement of Mr. McCrary to the effect that “Everyone is conscious of the 
shortage of physicians * * *’ is made without a shred of supporting data. Fur- 
thermore, it utterly fails to justify the utilization of any personnel other than 
those fully qualified by virtue of medical training to perform a medical task. 

To state, as this law now states, that “in determining whether an individual is 
blind, there shall be an examination by a physician skilled in diseases of the eye 
or by an optometrist” * * * is to characterize the optometrist as the equivalent 
of a physician skilled in diseases of the eye—a theory untenable in fact and 
dangerous to the public welfare. 

We respectfully urge that the amendments proposed by Mr. McCrary and Mr. 
MacCracken be rejected and that your committee amend the provisions of Publie 
Law 734 of 1950, section 341, subsection (E), clause 10, by striking out the words 
“or by an optometrist, whichever the individual may select,’ thus making this 
clause to read: “(10) provide that in determining whether an individual is 
blind, there shall be an examination by a physician skilled in diseases of the eye.” 

CHARLES E, JAECKLE, M. D., 
Secretary, National Medical Foundation for Eye Care. 


UNITED MINE WORKERS OF AMERICA, 
Loca UNIon No. 5179, 


Oakland City, Ind., July 31, 1958. 
Mr. WINFIELD DENTON, 


House of Representatives. 


Dear Sir: By the action of UMW Local Union 5179, Oakland City, Ind., was 
to request you to hold the tops for benefits to $4,200 per year. By this we mean 
if a person makes $4,200 they would be entitled to the full amount, or $126.50 per 
month. 

There is a large percent of the working people that will not make the $4,800. 
That is why we want to hold it to $4,200 for top benefits. 

Yours truly, 
Emit DouGan, Recording Secretary. 


CHICAGO, ILL., August 13, 1958. 
Senator Harry F. Byrp, 


Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 


Hon. SENATOR Byrp: Representing the International Association of Accident 
and Health Underwriters, an organization of 93 State and local associations com- 
prised of individuals engaged in merchandising health insurance, I submit to you 
a statement for the record on pending social-security amendments (H. R. 13549). 

We concur in the statement made before your committee August 12 by John H. 
Miller. We wanted to appear before your committee, but realize you have a 
crowded schedule. Should there be further hearings, we feel we could supply 
helpful information. 

More than 500 bills were related to social security in recent House committee 
hearings. It has been difficult to keep track of the testimony on provisions now 
incorporated in the bill before you. We feel additional time for hearings should 
be afforded because many of the provisions in H. R. 13549 received little or no 
testimony before the House committee, 
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We do oppose two features of the bill: 

Liberalization of disability benefits is not warranted. One year’s experience 
is insufficient. Costs, we feel, will begin to exceed estimates in the next few 
years. 

Increase in wage base from $4,200 to $4,800 is unjustified. Wage base should 
relate to average earnings of full-time workers. This average is currently 
$4,100. 

Bruce GIFFORD, 
Managing Director, International Association of Accident and Health 
Underwriters. 


STATE OF MINNESOTA, 
DEPARTMENT OF HEALTH, 

Vinneapolis, August 8, 1958. 
Hon. Harry FLoop Byrp, 

Chairman, Finance Committee of the Senate, 
Senate Office Building, Washington, D. C. 

DreaR Siz: The Association of State and Territorial Health Officers at its 
annual meeting in November 1957 in Washington recommended that the asso- 
ciation request the Congress to raise the statutory ceiling on maternal and 


child health and crippled children’s funds to $25 million each and to appropriate 
additional funds to the Children’s Bureau for grant-in-aid allocation to the 
States. I understand this matter is now before the Senate Finance Committee 
for consideration. 

The continuing increase in our child population, increased costs, and need for 
trained personnel necessitate expanding programs in the field of maternal and 
child health to meet the growing needs of our citizens. In accordance with our 
customary procedure, we are herewith transmitting to all Minnesota Congress- 
men a summary of the Minnesota maternal and child health program and some 
reprints and brochures relating thereto. 

One of our most effective approaches toward meeting some of the problems 
of mothers and children is demonstrated by our maternal mortality study, which 
earefully studies all maternal deaths to find all preventable factors and means 
of eliminating or, at least, reducing them to the minimum. A similar study of 
fetal and neonatal deaths (first 30 days of life) provides guidelines to necessary 
programs for improving the health of mothers and children. As a result, this 
has been one,of the factors in improved medical and hospital care in Minnesota, 
with resulting decrease in mortality. With 85,000 births in 1957, there were 
only 17 maternal deaths, a rate of 2 per 10,000 live births, one of the lowest 
rates in the country. These studies are carried out in cooperation with the 
State medical and hospital associations. 

One of our most recent programs is concerned with the leading cause of death 
in children and, in fact, up to age 35; namely, accidents. Accident and injury 
prevention is one of our most serious public-health problems. One of the 
frequent accidents in children is poisoning. To meet this aspect, a poison 
information center has been established and 15 to 20 regional centers are being 
developed. In the field of motor-vehicle accidents, we are cooperating in the 
Cornell automotive crash injury research with the State highway patrol. 

Other activities include consultation services to physicians, hospitals, nurses, 
and the public for improvement in maternity and infant care, premature care, 
control of hospital infections, improvement of nutritional knowledge and 
practices. In addition to providing advice and assistance to local communities, 
schools, hospitals, official and voluntary agencies in developing and extending 
local maternal and child-health programs, we provide refresher courses and 
in-service training for physicians, school and hospital nurses, and school per- 
sonnel and expectant parent classes and care of the baby for the public. This 
includes free educational material, films, and exhibits. 

The school-health program includes consultation to schools on health services, 
immunizations, preschool and school examinations, dental health, and work- 
shops for school administrators and teachers. Research on causes of illness 
and deaths, accidents, and food habits of schoolchildren are an important part 
of our program. 

I hope this brief summary will provide you with some useful data of the 
activities in Minnesota in the field of maternal and child health. 

Respectfully, 
R. N. Barr, M. D., 
Secretary and Executive Officer. 
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BuRLINGTON, N. J., August 4, 1958. 
Hon. Ciirrorp P, CAsE, 
Rahway, N. J. 


Dear SENATOR CAseE: The American Optometric Association, with which the 
New Jersey Optometric Association is affiliated, has recommended the following 
amendment to the social-security law: 

“Tt is hereby declared to be the intent of Congress that the services of all 
duly licensed practitioners within the scope of their practice as prescribed by 
the laws of the jurisdiction in which the service is rendered shall be made avail- 
able to all beneficiaries or recipients of Federal aid, and to that end the term 
‘health care’ shall hereafter be deemed to supersede the term ‘medical care,’ 
save and except where the service to be rendered can only be performed by a 
duly licensed doctor of medicine.” 

As a member of the New Jersey Optometric Association, I sincerely request 
your support of the above amendment in committee and on the floor, 

Sincerely, 
Dr. LEONARD BAKER, 


ATLANTIC Crry, N. J., August 4, 1958. 
Hon. Ciirrorp P. Caspr, 
United States Senator, 
Rahway, N. J. 
DEAR SENATOR CASE: I urgently ask you to support the American Optometrie 
Association amendment to the social-security law. 
Passage of this amendment will aid greatly in dispelling antioptometric 
discrimination in Federal legislation. 
Your cooperation will be appreciated. 
Sincerely, 
MAXWELL I). Brown, O. D. 


FLEMINGTON, N. J., August 5, 1958. 
Hon, CLirrorpD P. CASE, 
Senate Office Building, 
Washington, D. C. 

Dear SENATOR Case: At recent hearings held to amend the social-security 
law, my professional association, the American Optometric Association, of which 
the New Jersey Optometric Society is an affiliate, recommended that any pro- 
posed measures substitute the words “health care” for “medical care” wherever 
applicable. 

I am taking this opportunity to inform you that this recommendation has my 
Own personal support, and to respectfully urge that you give it yours, whenever 
it comes before you for consideration. 

With kindest regards and best wishes, I am, 

Yours truly, 
STANLEY J. LIEBERMAN, O. D. 


BRIDGETON, N. J., July 25, 1958. 
Senator CAsr (New Jersey), 
House Office Building, 
Washington, D. C. 

Dear SENATOR CASE: During the recent hearings held by the Ways and Means 
Committee on bills to amend the social security law the American Optometric 
Association, with which NJOA is affiliated, recommended that any legislation 
which might be favorably reported by the committee dealing with this subject 
should include the following language: 

“It is hereby declared to be the intent of Congress that the services of all 
duly licensed practitioners within the scope of their practice as prescribed by 
the laws of the jurisdiction in which the service is rendered shall be made 
available to all beneficiaries or recipients of Federal aid and to that end the 
term ‘health care’ shall hereafter be deemed to supersede the term ‘medical 
care,’ save and except where the service to be rendered can only be performed 
by a duly licensed doctor of medicine.” 
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The NJOA strongly endorses this amendment and urgently requests your 
support of it in committee and on the floor. 
Always with kindest personal regards and good wishes I am, 
Sincerely, 
Dr. J. LEONARD CAHAN, 
President, Southern New Jersey Optometric Association, 


Curton, N. J., August 1, 1958. 


Deak Hon. Crirrorp P. Case: In the interest of better health care for our 
people, I urge your favorable action on the amendment to the social-security law 
presented by the American Optometric Association. 

Respectfully, 
ARNOLD R. KLEIN, O. D. 


IRVINGION, N. J., August 1, 1958. 
Hon. C.uirrorD P. CASE, 
Senate Office Building, Washington, D. C. 

DearR SENATOR CASE: During the recent hearings held by the Ways and Means 
Committee on bills to amend the social-security law the American Optometric 
Association, with which the New Jersey Optometric Association is affiliated, 
recommended that any legislation which might be favorably reported by the 
committee dealing with this subject should include the following language: 

“It is hereby declared to be the intent of Congress that the services of all duly 
licensed practitioners within the scope of their practice as prescribed by the laws 
of the jurisdiction in which the service is rendered shall be made available to all 
beneficiaries or recipients of Federal aid and to that end the term ‘health care’ 
shall hereafter be deemed to supersede the term ‘medical care,’ save and except 
where the service to be rendered can only be performed by a duly licensed 
doctor of medicine.” 

The New Jersey Optometric Association strongly endorses this amendment 
and urgently requests your support of it in committee and on the floor. 

Always with kindest personal regards and good wishes, I am 

Sincerely yours, 
ALBERT GAAL, O. D. 


VINELAND, N. J., August 1, 1958. 
Hon. CLIFFORD P. CASE, 
Rahway, N. J. 

DEAR Sirk: You are respectfully requested to give favorable consideration to 
the amendment to the social-security law proposed by the American Optometric 
Association and stating, in part: 

‘“* * * the term, ‘health care’ shall hereafter be deemed to supersede the term 
‘medical care’ save and except where the service to be rendered can only be per- 
formed by a duly licensed doctor of medicine.” 

It is felt that duly licensed practitioners practicing within the scope of the 
laws of their jurisdiction shall be qualified to render services to all beneficiaries 
and recipients of Federal aid. 

Thank you for your kind attention to this matter. 

Respectfully yours, 
Morris GREENBERG, O. D. 


(Whereupon, at 5 p. m., the committee adjourned, to reconvene at 
10 a.m., Monday, August 11, 1958.) 
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MONDAY, AUGUST 11, 1958 


Untrep Srates SENATE, 
COMMITTEE ON FINANCE, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:15 a. m., in room 312, 
Senate Office Building, Senator Harry Flood Byrd (chairman) pre- 
siding. 

Present: Senators Byrd, Kerr, Long, Douglas, Martin, Williams, 
Malone, Bennett, Carlson, and Jenner. 

Also present: Elizabeth B. Springer, chief clerk. 

The CHamman. The committee will come to order. 

Senator Kerr. Mr. Chairman, I would like for the record to show 
that I have received vigorous telegrams of support for this measure 
from the following people: 

Hon. Raymond Gary, Governor of Oklahoma; Hon. J. Howard Ed- 
mondson, Democratic nominee to succeed Governor Gary; Mr. Rupert 
L. Jones, chairman of the Oklahoma Public Welfare Commission; Mr. 
L. E. Rader, director of public welfare for the State of Oklahoma. 

The Cuarrman. The first witness today is Dr. Martha M. Eliot, 
representing the American Public Health Association. 

Dr. Extor. Please proceed ? 


STATEMENT OF DR. MARTHA M. ELIOT, REPRESENTING THE 
AMERICAN PUBLIC HEALTH ASSOCIATION AND THE AMERICAN 
PARENTS COMMITTEE 


Dr. Exior. Mr. Chairman and members of the committee, I am here 
to represent the American Public Health Association and the Ameri- 
can Parents Committee. 

At the time when I asked to appear I had not been asked to represent 
the American Parents Committee but since then I have been so asked, 
and I am here to speak strongly in favor of the provisions of title VI 
of H. R. 13549, which increase the amounts authorized for appropri- 
ation under the Maternal and Child Health, the Crippled Children, 
and the Child Welfare provisions in title V of the Social Security Act. 

The last increases in the authorizations for these programs of ser- 
vices to children and mothers was in 1950 for maternal and child 
health and crippled children and in 1956 for child welfare. 

I have with me a prepared statement which I would like to submit 
for the record so as to save your time at this point. 

The CHamman. Without objection, your statement in full will be 
made a part of the record. 
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Dr. Extor. I want to speak briefly on why some of the increases are 
needed but first I would like to tell you that the American Public 
Health Association is the largest public health association of public 
health personnel in this country, it os 13,000 members, many of whom 
are working in the State and local public health departments and have 
direct knowledge of the child health program supported in part by 
Federal grants under parts 1 and 2 of title V of the Social Security 
Act. 

The American Parents Committee is a small but active committee 
of citizens devoted to furthering legislation to improve the well-being 
of children everywhere. 

Both of these organizations are greatly encouraged that the House 
has approved i increases effective in 1959 of $5 million 3 in the amounts 
authorized for each part of title V of the Social Security Act, and 
these organizations urge that this committee of the Senate give its 
support to these increases. 

When appearing before the House Committee on Ways and Means 
for the American Parents Commitee, I summarized seven reasons why 
these ceilings should be raised now. 

First, there has been an unprecedented increase in child population 
since 1950. Twenty-six percent actually in 8 years, and the Bureau 
of the Census prophesies that it will go up at least another 17 percent 
by 1965. 

You know well the great movement of people to the cities from our 
rural areas. This, too, affects the child health and the child welfare 
programs of the States in our countr 

Now combined with this increase in population in recent years there 
has occurred a very great increase in the cost of hospital care which 
applies to the crippled children’s program particularly and in salaries 
of health and welfare personnel everywhere in the country. 

These increases have varied from 33 percent for child welfare per- 
sonnel up to as much as 75 percent or nearly 75 percent for public 
health nurses. 

Much of the new money that has been made available since 1950 
by Federal, State, or local agencies, has gone to meet these rising costs 
and to keep up with the new families that have come into being be- 

cause of the increase in our population. 

There have been relatively few new programs of service and care 
started during these current years and yet we now have much new 
scientific knowledge, new medical and surgical techniques, and new 
understanding of human relations that should be applied much more 
widely than they are in behalf of children everywhere in our country. 

We have these new facts but we have too few new resources with 
which to put them to work, and far too few children are benefiting. 
I refer to such things as the drugs for children with epilepsy, the 
surgical care of children with congential heart disease, the prostheses 
for child amputees, and so on. 

Some of these programs are very costly indeed and most. families 
in our country could not consider paying the cost. 

For instance, for the open-heart. surgery it costs up to $3,000 for a 
single child. For the care of an emotionally disturbed child, it may 
also run anywhere from $1,000 to $3.000 a vear. 

There are great gaps geographically still in our programs of preven- 
tive health and welfare services for children. 
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Some types of medical care and facilities are available only in our 
greatest cities. 

We, unfortunately, have to report that in 1957, for the first time in 
21 years, infant mortality in our country rose a small proportion. If 
we are going to maintain the downward trend of which we have been 
so very ie in all of these last years we have to redouble our efforts 
for child health. 

These and other facts were presented by many witnesses to the 
House Committee on Ways and means, and I might refer to the Asso- 
ciation of State and Territorial Health Officers, the American Public 
Health Association, the Congress of Parents and Teachers, the Na- 
tional Association for Retarded Children, the American Legion, and 
the Child Welfare League, and others. 

The $5 million increase which has been approved by the House 
for each of the parts of this program, we believe, will go a consider- 
able way in relieving the immediate needs of children in the health 
and welfare fields. 

They will take up part of the slack in the numbers of children 
being served by all three of these programs. They will extend exist- 
ing types of programs to a considerable number of families over the 
country. They will allow for a few new clinics and for meeting the 
higher costs of care for an increasing number of certain types of 
crippling conditions. We want to urge the committee to concur with 
the House figures for 1959. 

However, speaking for myself, and for my colleagues in the ma- 
ternal and child health section of the American Public Health Asso- 
ciation who know the very great number of children in need of care 
in this country, and the time it takes to develop the required services, 
I want also to suggest to this committee that it consider going one 
step further than did the House. 

We would propose that you add to each of the appropriations sec- 
tions in title V of the Social Security Act language providing for 
additional increases to be effective in 1961, 2 years hence. 

For example, maternal and child health, an additional increase of 

$314 million. For crippled children $5 million; for child-welfare 
services $8 million. 

This was the procedure followed by the Congress in 1950 when 
amending title V of the Social Security Act. 

This proposal would allow for more effective forward planning 
by the States. It would give them a goal to work toward in their 
own appropriations. To develp a new clinic for children, to locate 
and train personnel often takes a year or more after funds are in 
sight. 

Jelay in planning means delay in getting children under care. 
Delay in bringing children under care means more h: undicapped chil- 
dren, more disturbed children, and a more expensive process of 
restoration to health and well- being later on. 

We propose that the Congress help the States to look and plan 
ahead, not only by accepting ‘the increases approved by the House for 
1959, but by providing the suggested added stimulus in 1961. 

In making this proposal, I speak as one who has some knowledge 
of the needs of m: iny children for health, medical, and social services 
and care, which are now denied largely for lack of funds. 
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But let me say, too, that I do not pretend to know the fiscal posi- 
tion of our Government. It is the Congress which will have to de- 
cide whether we can afford to provide these additional funds in 1961, 
I am not here to urge you unduly to undertake this additional step, 
but to assure you that if you should find it possible you will be giv- 
ing many children much that they need in health and ability to grow 
into emotionally stable, self-supporting individuals. 

And finally, for myself, I want to express great satisfaction with 
the substantive changes the House made in the child-welfare service 
part of title V of the Social Security Act—removing the limitations 
relating to rural areas, providing for reallottment of funds, providing 
for State matching, and for improving the provisions for runaway 
children. 

These changes will improve the child-welfare program in our coun- 
try very greatly, indeed. I strongly urge that they be retained by 
the Senate. 

Thank you. 

The Cuarrman. Thank you very much, Dr. Eliot. 

Are there any questions ¢ 

Senator Cartson. Dr. Eliot, may I inquire as to how this new for- 
mula is going to work, these changes now, as I understand it will be 
changes in the formula for the allotment of Federal funds to the 
States for child-welfare work ? 

Dr. Ex1sor. That is right. 

Senator Cartson. How will that affect, for instance the State of 
Kansas in your opinion ? 

Dr. Extor. I do not have before me a list of the actual sums of 
money that would go to the various States. 

The formula, as you know, will take into consideration the per 
capita income of the State and the total number of children under 21 
in the country and the spread among all the States will be from, I 
think it is 70 percent to 33 percent in the allotment of the money. 

Now the amendments do make a special provision that at no time 
will the amount of money going to any State be reduced below that 
which they would get under the present law. This would be a very 
important part of the amendment to the act, because no one wants to 
amend the program in such a way that any State or the number of 
children, or the children in any State would suffer as a result of such 
a change. 

Senator Cartson. Dr. Eliot, we have had as I am sure every other 
State has had, a very fine child-welfare program. 

We have been very proud of it and I wanted to be certain there was 
nothing in this fortis that would affect the splendid cooperation and 
effective work that we have had with the Federal Government. 

I noticed you commented that you favored the provisions that are 
in this bill ? 

Dr. Extor. Ido. 

Senator Cartson. Has this runaway child or children’s problem 
been much of a problem for a State? I notice we are going to have 
the Federal Government assume some of the costs of returning these 
children. 

Has that been a problem ? 

Dr. Exuror. For the runaway children ? 

Senator Cartson. Yes. What has been the problem ? 
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Dr. Extor. This has been a problem. And under the child-welfare 
program at the present time certain of the costs can be paid through 


the child-welfare programs of the States to get these children back 
to their own homes. 


The improvement that will be made is that the cost of taking care 
of the child in the State to which he has gone will be taken care 
of for 15 days at this point, and this is a simple change, but it will help 


the programs and provide for care of the child until he is returned 
to his own home. 


The problem of runaway children has been quite great especially 
to certain parts of the country, and of course they go through States 
in going to those particular parts to which they like to run, namely, 
the West, and the South, Florida and California, which have a great 
bulk of the care, and to many of the other States also. 

Senator Cartson. Mr. Chairman, I appreciate very much the state- 
ment of Dr. Eliot, and I ask unanimous consent that a letter that I 
have received from Dr. Martin, who is director of the Kansas State 
Board of Health and deals specially with this problem, be made a part 
of the record. 


Senator Kerr. Without objection, it will be entered here. 
(The letter follows :) 


THE KaAnsAS STATE BOARD OF HEALTH, 
Topeka, Kans., August 6, 1958. 
Hon. FRANK CARLSON, 
The United States Senate, Washington, D.C. 


DEAR SENATOR CARLSON: We are informed that the House has passed H. R. 
13549, a bill raising the ceiling on appropriations to the Children’s Bureau for its 
grant-in-aid program to the States in maternal and child health services, crippled 
children’s services, and child-welfare services by approximately $5 million. It 
is our further understanding that there are 2 bills now before the Senate Finance 
Committee, S. 3504 and 8S. 3925, which together would have the same effect as 
H. R. 13549, except that they would raise the ceilings to $25 million. 

It is not our purpose now, or at any other time, to lobby for bills involving 
increased expenditure of tax funds, but I thought you might be interested in the 
attitudes of your own State health department toward these bills. 

As far as the overall amounts are concerned, it seems to us (1) that children 
are a first-class investment and (2) that it would be desirable to set the ceilings 
at the highest figure—$25 million—as the Congress each year has the opportunity 
to set the level of the appropriation. In our experience, the Children’s Bureau 
has done an excellent job of administration. If it has erred, it is in the direction 
of not taking a strong enough stand with the States, rather than the other way 
around. 

As regards the categories for which increases are projected, it is our feeling 
that, while the strongest possible cases can be made for upping the limits on 
maternal and child health and crippled children’s services, the strongest case of 
all can be made for the increase to child-welfare services. Child welfare is an 
exceptionally important part of work with children, and it is chronically indigent, 
whether on a public or a private basis. We would be very pleased to see 8. 3925 
pass. In practice, child welfare, crippled children’s work, and maternal and 
child health all overlap, and should be brought along together, if possible, to 
maintain a proper balance of services. 

In Kansas, these Children’s Bureau funds have for more than 20 years under- 
written an astonishing variety of services for children and mothers, and are 
now woven closely into the Federal-State-local pattern of financing. I can 
assure you that the increases in the ceilings are needed, that they will be used 
carefully, and that they will return dividends to the State of Kansas out of all 
proportion to the investment. 

I am taking the liberty of sending a copy of this letter to Senator Schoeppel 
for his information and interest. 

Sincerely yours, 
G. Martin, M. D., 
Executive Secretary. 
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Senator Kerr (presiding). Thank you very much, Dr. Eliot. 

Senator Martone. I would like to ask you some questions. 

Senator Kerr. Senator Malone. 

Senator Martone. Dr. Eliot, I am sorry that I do not have your 
background. You are head of this association. What else do you do? 

Mr. Exror. I should have stated that, sir. 

Senator Kerr. You should have. 

Dr. Exzor. For the record, I am at the present time professor of 
maternal and child health at the Harvard School of Public Health; 
formerly I was Chief of the Children’s Bureau. 

Senator Kerr. In the Department of Health, Education, and Wel- 
fare? 

Senator Martone. Yes; you have had a lot of experience in this 
field. 

Dr. Exsor. I am a member of the Public Health Association, a fel- 
low of that association, and am also a member of the legislative com- 
mittee of the section of maternal and child health of that organiza- 
tion. 

Senator Matonr. Your statement seems to indicate that we have 
not been very efficient in taking care of some of our own local prob- 
lems. You do not believe that the Congress has been very efficient 
in this field, do you? 

Dr. Ex1zor. Mr. Senator, I think that the Congress has, since the 
beginning of this program, done well in increasing the amounts of 
money that have gone to the States. The Federal money has been 
a very great stimulus to the States to increase, to extend, to improve 
their own programs. There is great need, however, to carry it fur- 
ther, so that all children in the country get the benefit of all of these 
programs, and they do not at this time. 

Senator Martone. What does the bill carry in percentage of match- 
ing funds, or how do you express it ? 

Dr. Extor. Yes. Under this bill, the matching proposition for parts 
1 and 2, which are the health programs, will not be changed. 

Senator Martone. What is that at the present time? 

Dr. Exsor. Those formulas are taken care of in sections 502 and 
512; one-half of the money for maternal and child health is matched 
dollar for dollar. One-half of the crippled childrens’ money is 
matched dollar for dollar. 

Senator Martone. That is one-half of the cost in a State is matched 
dollar for dollar; that is the one-half; that would be three-fourths to 
be furnished by the State; is that what you mean? 

Dr. Exsor. The State, under the law, is required to match half of 
the Federal money. However, it is true that the States are putting 
up, in the aggregate, much more money than the Federal Government 
is putting in. 

Senator Martone. Yes; I tried to understand what you meant by 
dollar-for-dollar matching for one-half of the cost. 

Dr. Exsor. Yes. 

Senator Matonr. Would you explain that a little more? 

Dr. Extor. When the Federal agency gives to the State a thousand 
dollars, under section 502 (a) of the Social Security Act, the State, in 
order to get that money, must put up an equal amount of money; in 
other words, it must match exactly the amount of money it gets from 
the Federal Government under that section. 


Sei 


rog! 
, Dr 
mone 
State 
Sel 
Dr 
Se 
Dr 
of it 
capit 
Se 
Di 
Se 
Di 
Se 
D 
chile 
Se 
3,00 
Ni 
aye 
even 
D 
Se 
for « 
D 
sup] 
Se 
( r 
F< 
$4.2 
auth 
per 
S 
251 
the 
neg 
L 


ean 


pt eed 


SOCIAL SECURITY 309 


Senator Matone. Well, that is all, then, that they get under that 
program, that part of the ‘program ? 

Dr. Ex1tor. Then, in addition, there is a second fund of Federal 
money that goes to the States for assistance in carrying out their 
State plans. 

Senator Matone. That is the other half? 

Dr. Extor. This is the other half. 

Senator Matone. That is furnished by the Government? 

Dr. Extor. This is allotted to the States on a formula, three-quarters 
of it on a formula which takes into consideration the income per 
capita as well as the numbers of children in need. 

Senator Martone. That is under another law, is it ? 

Dr. Exror. It is under this law. 

Senator Matone. Under this law ? 

Dr. Exsor. Under this law but a different section. 

Senator Matone. And not changed by this bill ? 

Dr. Ex1or. Not changed by this bill and this is true of the crippled 
children’s program, also. 

Senator Matone. You did give some figures of children, 1,000 to 
3,000, which is enlightening to me, as to the amount of cost. 

Now just the average help of the children, what would that run 
a year, per year, what would that per child, say, in the ordinary run of 
events be? 

Dr. Extor. What is the death 

Senator Martone. No, the amount of money that would be put up 
for children per capita ? 

Dr. Exror. I am sorry, I will not be able to answer that, but will 


supply it for the record so you may have it. 
Senator Martone. That will be very helpful. 
(The information is as follows :) 


For fiscal year 1957, the States reported a per capita per child expense of 
$4.20 for the services provided through the 3 programs for which grants are 
authorized under title V of the Social Security Act. On the total of $4.20 
per child 59 cents was from Federal funds, $3.61 from State and local funds. 

Senator Martone. We have heard a lot in the last 20 years, 24 or 

25 now, about people all over the world in need of all this money and 
the Congress has been very lenient and very helpful, but if we are 
neglecting our own it would not look quite so good, would it? 

Dr. Extor. I think it would be very helpful if our own children 
can get as much help as we are able to give them. 

There is no question about that. 

Senator Matonr. Would you think they ought to come first ? 

Dr. Extor. Well, I like to think of all the children all over the 
world. I do think we have to set an example as to what is good to be 
done for children right here in our own country. 

Senator Matonr. You do not think we are doing it now? 

Dr. Exior. No, I do not think we are doing enough. 

Senator Martone. I think you are talking to a very sympathetic 
committee, and I think they want to go as fast as they feel they can 
go and business must, after all, carry the load, while the employees 
always put up half of it or whatever it is, but that has to be included 
in the wages or salar y before they can do that, so it really means judg- 
ing the load on business as to what it could carr y, does it not, and you 
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have studied this, you believe that it is a fair bill, that it can be done 
without being too burdensome to the economic structure? 
Dr. Extor. As far as the bill as sent over from the House is con- 


cerned, I think that this is a good next step to help children in the 
country in title V. 


Senator Matonr. Now the old-age provisions, what does the ordi- 
nary retired person receive in old-age benefits, how much? 


Dr. E “nior. Mr. Senator, I am not competent to speak to the old- 
supproranete. 
You will have to address your questions to another witness. 
Senator Marone. All right. 
Thank you very much. 
Senator Kerr. Thank you, Dr. Eliot. 


Senator Lone. Permit me to say it was a very fine statement you 
made. 


I will not ask any questions at this time but I appreciate your state- 
ment; it was very good. 


Senator Dovatas. I would like to join in that, too, Dr. Eliot. 
(Complete statement of Dr. Eliot follows :) 


STATEMENT OF Dr. MARTHA M. ELioT IN BEHALF OF THE AMERICAN PUBLIO HEALTH 
ASSOCIATION AND THE AMERICAN PARENTS COMMITTEE 


Mr. Chairman: I am here representing the American Public Health Associa- 
tion and the American Parents Committee to speak strongly in favor of the 
provisions of H. R. 13549 which amend title V of the Social Security Act. Both of 
these organizations are greatly encouraged that the House has approved increases 
effective in 1959 in the amounts authorized for appropriation for the maternal 
and child health, crippled children’s, and child welfare services. 

The American Public Health Association is the largest professional organiza- 
tion of public health personnel in this country. It has 13,000 members and fellows 
from all parts of our country. The Maternal and Child Health Section, and, 
indeed, a number of other sections, have as members many persons who are 
greatly concerned that State and local services for children, both health and 
welfare, public and voluntary be developed as effectively as possible. This con- 
cern includes the steady extension and improvement of the official State and local 
child health services and programs for the medical care and rehabilitation of 
crippled or handicapped children. Likewise, our members are concerned with 
the State and local child welfare services for they know that each of these 
programs supplements the others and they all need to be strengthened if children 
are to be well served. 

The American Parents Committee is a small committee of which Mr. George 
Hecht of New York City is the chairman, and I a vice chairman. This com- 
mittee is devoted to furthering legislation to improve the well-being of chil- 
dren everywhere. 

When various bills were before the House Committee on Ways and Means I 
appeared at hearings for the American Parents Committee to urge substantial 
increases in the amounts authorized for appropriation for the Maternal and 
Child Health, the Crippled Children’s and the Child Welfare Services as pro- 
posed in H. R. 12834 (McCarthy) and H. R. 12871 (Kean). Associated with 
our committee in a panel of witnesses were representatives of a number of other 
national organizations, all of which were advocating that $25 million be estab- 
lished as the ceiling for each part of the program. Among these were the Asso- 
ciation of State and Territorial Health Officers, the American Public Health 
Association, the Association of State Maternal and Child Health and Crippled 
Children’s Directors (submitting a statement), the Child Welfare League of 
America, the National Association for Retarded Children, the National Congress 
of Parents and Teachers. All of these organizations gave their reasons for seek- 
ing this increase as can be seen in the House records. 

In my brief testimony I summarized 7 reasons why we urged the Congress to 
raise these ceilings to the $25 million level. These included: 
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1, The unprecedented increase in the child population from 47 million in 1950 
to 59 million in 1957 (26 percent in 8 years). By 1965 the Bureau of the Census 
estimates there will be another increase of 17 percent. 

2. The costs of care and services have mounted very rapidly in this period. 
Hospital costs have increased 47 percent; salaries for medical oflicers in State 
health departments 63 percent; salaries of public-health nurses, 74 percent; 
salaries of child welfare workers, 33 percent. 

3. Recent developments in scientific knowledge leading to new techniques and 
methods of medical and surgical care and of rehabilitation of crippled and handi- 
capped children have opened the way to restore to wholly normal life or to a life 
of self-support and satisfactory usefulness children who have until now been 
considered hopelessly crippled or with but a few years to live. Many new types 
of care are now available. 

4. The very high cost of certain types of individual care must be met. This 
includes such care as open-heart surgery—one of the newest of modern surgical 
techniques; fitting prostheses to child amputees—even children only 18 months 
or 2 years old; provision of hearing aids and speech training for very young 
children; care and training of mentally retarded children. For the open-heart 
surgery the cost may be as high as $3,000 for 1 child. There are some 50,000 
ehildren born each year with congenital heart defects of which about 80 percent 
can be helped greatly by surgery and very large numbers can be restored to nor- 
mal if they get this care in time. Today thousands could be cared for in some 
of the great surgical clinics if funds become available to pay for care. Many 
are now denied care because of lack of funds to meet the high cost and develop 
the program. 

5. There is a continuing great inequality in the geographic distribution of 
basic child health and child welfare services. There is likewise a shortage of 
special lifesaving and restorative services in many areas of the country. Only 
in great metropolitan cities can some of them be found. To fill the gaps in quan- 
tity and quality will require many new workers—nurses, child welfare workers, 
ete.—many new special clinics and experts to man them. 

6. May I remind you that perinatal mortality (deaths of infants before, at, and 
immediately after birth) ranks fourth in the list of causes of death. Only heart 
disease, cancer, and cerebral hemorrhage rank higher. Also, for the first time 
in 21 years the infant mortality rate (deaths of infants under 1 year) went up 
in 1957. This is indeed a warning that efforts to save the lives of infants must 
be redoubled, especially in areas where the economic and social needs are greatest 
if the longtime downward trend, of which we have been so proud, is to be re- 
established. 

7. The unprecedented increase in juvenile delinquency since 1948 makes it im- 
perative that both the child welfare and child health resources be strengthened 
so that much more intensive work in all three of these children’s programs can 
be done with parents of children of all ages from the preventive point of view 
in the mental health field. 

I am sorry that Dr. Paul Harper, of the Johns Hopkins School of Public Health, 
could not appear here for the American Public Health Association as he did be- 
fore the House committee hearing. In his statement there Dr. Harper gave a 
summary of information which he had received from State maternal and child 
health and crippled children’s agency directors related to the needs of children 
in their States for more and improved child-health services. I would like to ask 
that that summary be inserted at this point in the record. 


“STATEMENT OF THE AMERICAN PusLic HEALTH ASSOCIATION BY Dr. PAut A. 
HARPER, M. D. 


“In order to obtain information as to whether or not additional funds were 
needed, I wrote to the maternal and child health or crippled children’s directors 
in several States. Replies have been received from 11 of these States, all of them 
telling of mothers and children who needed medical care and who are not now 
getting such care or will not get it in the future unless additional funds are pro- 
vided. 

“The director of the Michigan Crippled Children’s program says that increased 
funds are urgently needed to prevent a reduction in the number of itinerant clin- 
ies for crippled children. He also reports that lack of funds have made it nec- 
essary to leave unfilled the position of an orthopedic field nurse consultant, thus 
reducing services to cri ypled children in local commt nities. 
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“Dr. Herbert R. Kebes, director of the University of Illinois division of services 
for crippled children, reports a deficit of a quarter million dollars in the last 
fiscal biennium for hospital, medical, and appliance services that had been con- 
tracted for and carried through. This meant that the appropriation which came 
into being for the current fiscal period immediately had to be used to the extent 
of a quarter million dollars to pay for care in a previous biennium and so had 
diminished their current funds by that amount. 

“Illinois has 5 premature centers, each of which costs $100,000 a year above 
what the families are able to pay. They need two more centers which would 
be established if funds were available. Illinois also has a dental program now 
on a demonstration basis for children of families who are unable to afford such 
eare. Nearly $1 million per year is needed to put this program on a statewide 
basis. Additional funds are also needed for mentally retarded children. 

The director of the Kentucky Crippled Children’s Commission reports that they 
are unable to establish rheumatic fever, epilepsy, and cardiac programs because 
available funds are only enough for their present program. Kentucky was one 
of the States which early this year received a telegram saying that no more chil- 
dren were to be accepted during this fiscal year for cardiac surgery at the center 
in Minneapolis. The telegram came on the day that two young parents were 
ready to leave with their child. This State also needs more funds for its current 
programs for children with cleft palate and for those with cerebral palsy. 

“In Florida’s program for crippled children, increases for Federal funds have 
lagged far behind. increases in State appropriations. Ten years ago the State 
of Florida appropriated approximately $2 for each $1 of Federal funds; the 
ratio is now 5 to 1. Despite this increase Florida is still unable to provide 
services for some groups of crippled children including those with epilepsy and 
speech and hearing defects. 

“The director of the Oklahoma Commission for Crippled Children says that 
because of budget limitations : 

“1. Some 200 eligible cases needing medical attention are now on the waiting 
list. 

“2. Services for children with convulsive disorders are very limited. 

“3. Audiometric hearing tests are given to only a fraction of the schoolchildren 
who need them. 

“4, Additional services are urgently needed for a group of children who are 
completely dependent on others for care: such as children with leukemia, scle- 
roderma, late stages of muscular dystrophy and hydrocephalus. 

“Dr. C. L. Wilbur, Jr., secretary of health of Pennsylvania, writes that they 
have only 3 physiotherapists for over 10,000 children in their orthopedic pro- 
gram and only 2 social workers. They need more of these, more audiologists and 
other specialists. 

“Pennsylvania has a good program for children with congenital amputations 
in the western part of the State and needs funds for a similar program in the 
rest of the State. 

“Virginia reports that its program for the hospitalization for medically indigent 
obstetric patients and infants is markedly curtailed for lack of funds. 

“Dr. Jack Sabloff, director of maternal and child health and crippled children’s 
services for Delaware writes that funds are needed for expansion of speech and 
hearing and for children with defects of vision, both of which are not now ade- 
quately covered. He also writes that well-child conferences are heavily over- 
loaded and that many new conference sessions and some new conference loca- 
tions are needed. They need additional public health nurses to staff these 
conferences. 

“The Chief of the Division of Child Hygiene of the State of Ohio writes that 
additional funds are needed for the postgraduate training of nurses in obstetrics 
and in the care of premature infants. Funds are also needed for the training 
of audiologists and for summer workshops for teachers and nurses on problems 
of school health services. Ohio has a special team comprising a pediatrician 
and an ear, nose, and throat specialist, a psychologist, and experts on hearing 
and speech which has been organized for problem children with severe hearing 
loss. It will have to be discontinued after July 1 unless additional funds become 
available. Ohio also reports that it will have to greatly curtail a program which 
provides penicillin to prevent the recurrence of rheumatic fever in more than 
2,600 patients. 

“Dr. Richard J. Johnson, head of the crippled children’s services in Minnesota 
reports that funds for their orthopedic program and for their congenital heart 
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surgery programs were both exhausted early in 1958, which meant that they had 
to refuse many patients who urgently needed services. Minnesota also reports 
that they are hoping to start additional treatment for children with cleft palate 
and harelips, including orthodontic services to straighten teeth and prosthetic 
devices such as plates to fill in defects in the soft palate as soon as additional 
funds are available.” 

Clearly the House Committee on Ways and Means took all the evidence pre- 
sented to it by a large number of organizations and individuals when it reached 
the decision to recommend to the House a bill including an increase of $5 million 
for each of the 3 parts of title V effective in 1959. There can be no doubt that 
this will go a considerable way toward meeting the immediate needs of the 
States that have resulted from the increases in child population and toward 
taking up the slack in the numbers of children receiving services and care 
because of the increase in the cost of care. It will also make a beginning on 
eer programs. We want to urge this committee to approve this increase 
for 1959. 

However, speaking for myself and for my colleagues in the maternal and child 
health section of the APHA who know the great number of children in need and 
the time it takes to develop the required services I want also to ask this com- 
mittee to consider going one step farther than did the House. We would suggest 
adding to each of the appropriation sections in parts 1, 2, and 3 of title V of the 
Social Security Act language providing for additional increases to be effective 
in 1961 as follows: 

For maternal and child-health services (pt. 1) $3.5 million more; 

For crippled children’s services (pt. 3) $5 million more; 

For child welfare services (pt. 3) $8 million, or this latter amount might 

be divided between 1961 and 1963. 

Under such a proposal, which is similar to the procedure used by the Congress 
when amending this title in 1950, appropriations beyond those authorized in the 
House bill could not be made until at least 1961. This proposal would allow, 
however, for much more flexibility in planning by the State agencies. Effective 
forward planning for these child-health and child-welfare programs is feasible 
only if the State agencies know in advance what the fiscal possibilities might be, 
or how much they might expect to have from Federal, State, and local sources 
if they show need for the funds. 

Past experience has shown that as Federal funds are increased the States 
respond generously—many times in larger amounts than are necessary to match 
the Federal grants. But the programs progress more steadily, the number of 
children to be served can be estimated more realistically, plans for new clinics 
and services for crippled or handicapped children can be worked out in advance 
with greater certainty of success by State and local agencies, and new personnel 
can be selected, trained and employed with greater confidence if there are fiscal 
goals toward which the States can work. 

To develop well a new activity under any one of these child-health or child- 
welfare programs may take a year or more because of the necessity to locate 
and train in advance the persons who will guide the new service. Clinics for 
children who are deaf and require hearing aids and speech training, who are 
epileptics, who are born with defective limbs, heart, palates, a clinic for men- 
tally retarded preschool children where parents as well as children may be 
trained, a satisfactory service for the adoption of children or for the day care 
of children of working mothers—all these and others take most careful planning 
in advance. Few communities will embark on new undertakings, even if they 
are putting up their full share of the cost, until they know where all the necessary 
money will come from. They cannot even start looking for staff until funds are 
assured, Because of this I am proposing that the Congress help the States 
plan ahead for these children’s services not only by accepting the increased 
approved by the House for 1959, but by providing the suggested additional 
stimulus to be effective in 1961. 

Delay in planning and establishing these child-health and child-welfare ac- 
tivities means delay in bringing under care children who need medical or social 
services. Delay in bringing children under care means more handicapped chil- 
dren, more disturbed children, a greater and more difficult tank of rehabilita- 
tion later on. All of the services for which these funds are used are in essence 
preventive services. A relatively small amount of money spent through them 
means much less ultimately for relief and rehabilitation. 
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The CuarrMan. Our next witness is Mr. J. Howell, Turner, direc- 
tor of the employee relations of the Standard Oil Company of In- 


diana. Mr. Turner, will you have a seat and proceed with your 
statement ? 


STATEMENT OF J. HOWELL TURNER, DIRECTOR, EMPLOYEE 
RELATIONS, STANDARD OIL CO. (INDIANA) 


Mr. Turner. My name is Howell Turner. I am director of employee 
relations for the Standard Oil Co. (Indiana), with headquarters in 
Chicago. 

So there can be no misunderstanding, I want to admit at the outset 
that I am not an expert on the many technicalities of social security. 
I am not competent to speak, for example, about the complex details of 
all the calculations that lie behind the language of the pending bill. 

The House committee report on H. R. 13549, I have noted, says “it 
is estimated”—and I think that word deserves emphasis: it is esti- 
mated—“that the actuarial deficit in the program now amounts to 
0.57 percent of payroll.” With the proposed changes, according to the 
report, the deficit will be only 0.25 percent. 

I can’t pretend that I understand these figures fuly. 

What concerns me, though, is that I can find no clear indication 
that everyone who voted for this measure in the House understood 
the calculations either. 

This is not surprising in view of the fact that no hard, searching 
study of the social security setup in its present context is yet available. 
I can enter no criticism of the Congressmen for a failure under such 
circumstances to have at their fingertips all the intricate detail in- 
volved. But I can and do question the wisdom of acting in the absence 
of the necessary knowledge. 

I know that the Congress in 1956 voted the establishment of a Spe- 
cial Advisory Council to look into the financial structure of social se- 
curity. That was a promising move. From this study, it seemed that 
the Nation was to get current, solid, objective data as a basis for future 
adjustments in social security. But that Advisory Council has not 
reported as yet. It will not report until the end of the year. And yet 
if H. R. 13549 passes the Congress, we will get a patchwork job that 
at this point might run contrary to the results of the Advisory Coun- 
eil’s study. Until this Council has reported, how can anyone say with 
certainty what, if anything, should be done about fund financing? 

In all the House debate on this measure, I find few signs of any con- 
cern about the weight of the new tax burdens that the proposed changes 
would impose on employer and employees alike. I respectfully submit 
that particularly now, when we are still struggling with the effects of 
recession, that subject deserves understanding consideration. 

It sounds innocuous when you say that the increase in tax per em- 
ployee would range from only $25.50 a year at a low to $79.50 a year 
at a high. And yet if you begin to calculate what the increase will 
mean over the next 12 years for even a small firm, the matter takes on 
a different aspect. 

Consider, for instance, a firm that employs just 100 persons who are 
making $4,800 a year or more. Over the next 12 years, through 1970, 
the proposed increase would cost the employer $55,200. 
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If the firm employs 1,000 workers in this bracket—and that would 
still be a meidum-sized operation—the increase would be $552,000. 

For a firm with 5,000 employees in the range from $4,800 a year up 
the 12-year cost would be $2,760,000. ' 

These are anything but insignificant sums to be loaded onto already 
high costs of doing business. 

st there be any thought that I am trying to conceal self-interest 
here, I can give you the calculation of cost for Standard Oil itself. 
In our consolidated company, including all the affiliates, we employ 
some 48,000 people. For us, then, the 12-year addition to our gross 
cost of doing business would be in the unfriendly neighborhood of $25 
million. 

Yet I can honestly say to you that, in this regard, I am at least as 
much concerned about the future of smaller firms as I am about 
Standard’s future. 

There are marginal operators in our industry and all other indus- 
tries. These are men and companies that are just managing to hold 
on in the present circumstances, sustained largely by the hope of 
future growth. And [I ask in all seriousness how such men and com- 
panies can be expected to take on this new burden. 

It’s altogether too easy to say, as many do, that the boost in social- 
security taxes won’t be a burden on business at all—the companies will 
simply pass on the cost to the buying public. The statement sounds 
plausible enough, but it won’t stand close scrutiny. 

To the extent that the companies can and do pass on the cost, as a 
matter of fact, the so-called adjustments in soc'al security are self- 
defeating. Congress increases the benefits, allegedly in order to com- 

nsate for inflation. Then it raises the taxes in order to pay for the 
increased benefits. Thereby it creates new inflation that cancels out 
the benetfis it granted in the first place. 

The truth of the matter is, however, that not all companies can in 
all instances pass on these added costs. We’ve had ample proof over 
the past 10 months or more that buyer reluctance to pay higher prices 
can be a very real and a very damaging thing. It is more than just 

ossible ; it is on the face of it probable that many companies will find 
it beyond their ability to recover this added cost. And yet iust that 
addition may mean the difference between survival or failure for 
those companies. 

Short of that, many companies that otherwise might be expected to 
set up or expand their own pension plans will be highly reluctant to 
commit themselves to such moves in face of the new evidence that 
Congress seems bent on repeated biannual rounds of social-security 
increases. As a result, the employees who work for those companies 
will be forced to rely for their future welfare on a Government plan 
that was never intended to be more than minimal. 

Congress will be ill-advised, in my opinion, to underestimate the 
unease that any employer must feel when he contemplates the record 
on social securitv. Time and again now Congress has voted to raise 
and broaden the benefits to be provided under the plan. Much of such 
action may well have been wise. I do not debate that. But with the 
nearness of a sound report on the financial aspects of the social-security 
fund. it would seem completely premature to act at this time to in- 
crease the tax rate and the taxable base. 
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Neither my company corporately, nor I personally, has any objec. 
tion to social security as such. Quite the contrary. We welcome the 
concept. In fact, we have structured our own retirement plan at 
Standard around social security as a core. 

We know that private pension plans, praiseworthy though they are, 
can’t protect everyone. At least they don’t at present. As a result, 
it is imperative that we provide through social security a floor of pro- 
tection for all. 

Does it necessarily follow, though, that the Government plan must 
be allowed to swell larger at 2-year intervals, taking ever bigger and 
bigger bites from the income of workers and employers? I just can’t 
believe it. 

Each new increased deduction whittles away the income that work- 
ers and employers should have the right to dispose of as they will. 

Each new increased deduction is a tighter restriction on individual 
freedom. 

It seems to me to be foolishly reckless, then, to rush into a new en- 
largement of social security in the absence of thorough, impartial 
study to document the need for it. But precisely this is what is pro- 
posed in H. R. 13549. I would even suggest that Congress now ask 
that Advisory Council to also consider the benefit structure and make 
recommendations on this front as well. Armed with such data, the 
Congress would find itself in a position to take wise and considered 
action. Lacking such information can only mean that decisions vital 
to our economy will have to be made in the absence of the best avail- 
able information. 

For all practical purposes, the action that is here proposed is ir- 
reversible. No one can possibly believe that benefits now increased 
would be lowered by a future Congress or that taxes now increased 
would be later adjusted downward. If the benefits and the taxes go 
up, they willstay up. This is obvious political realism. 

At best the proposed boost in social-security taxes may inhibit the 
desirable growth of private pension plans. At worst it may well drive 
some smaller, marginal firms to the wall of failure and may well vi- 
tiate the work of the very Council the Congress established to help 
it in this complex field. 

On that basis I earnestly urge that this bill be defeated and that any 
action on social-sacurity be deferred until Congress has at least had 
the benefit of the Advisory Council’s report. 

The Cuarrman. Thank you very much, Mr. Turner. The commit- 
tee appreciates your testimony. 

The next witness is Mr. A. D. Marshall who is representing the 
United States Chamber of Commerce. 

Please proceed Mr. Marshall. 


STATEMENT OF A. D. MARSHALL, REPRESENTING UNITED STATES 
CHAMBER OF COMMERCE, ACCOMPANIED BY KARL SCHLOTTER- 
BECK, SECRETARY, COMMITTEE ON ECONOMIC SECURITY 


Mr. Marsrratn. Mr. Chairman and Senators, my name is A. D. 
Marshall, and I am a vice president of General Dynamics Corp. 

However, today I appear on behalf of the chamber of commerce 
of the United States as a member of its board of directors and chair- 
man of its economic security committee. 
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With your permission, I would like to introduce to you the other 
member of the committee: Mr. Schlotterbeck of the chamber’s staff 
on this subject of this committee. 

You have before you the printed testimony and I would like to ask 
it be included in the record and that I be permitted to summarize 
my statement this morning. 

Senator Kerr. That may be done. 

Mr. Marsuatyi. Thank you, gentlemen. 

The national chamber has supported the basic principles of Federal 
Old-Age and Survivors Insurance benefits, commonly known as social 
security. 

Now one of these principles holds that social security should provide 
a floor of protection against destitution in old age. Benefits above 
this floor should be provided by the individual according to his needs 
and resources. We would like to suggest that attempts to stretch 
the program into a mechanism for total secur ity, however, will rob the 
individual of the necessity—the incentive—to build additional old-age 
income protection through his own efforts. Such attempts also will re- 
duce the opportunity for the individual to fashion his own security 
program to suit his own needs and tastes. 

In saying this, however, we recognize that periodic reviews must 
be made of the adequacy of this floor of protection. In these reviews 
however, it must be kept in mind that, while costs of living have in- 
creased, wage levels have been rising too, in fact almost twice as fast as 
the cost of living. And thus the ability of employees to build their 
own old-age income has been improving. Also the ultimate amount of 
social security benefits on retiring has been increasing because of the 
formula. 

Social security, we all know, fills a humanitarian need, but its real 
justification as a Federal compulsory program is that it serves the 
national interest. 

You will all recognize that, similarly, compulsory education was 
established in the public interest to protect the body politic from bad 
judgments of illiteracy. 

In a like manner it can be said that the basic purpose of compulsory 
social security is to protect. society from the nelitical consequences of 
possibly leaving large numbers of elderly persons sg such meager 
means of support as to constitute a social problem for the Nation. 

Congress created this new and unique social program to be especial- 
ly suited to the peculiarities of American life and its dynamic economy. 

It is not surprising that some of the basic principles of the pro- 
gram were not crystallized at the outset. For example, it was not until 
1950 that Congress concluded that this program of cash benefits paid 
as a matter of right should be self-sustaining and the costs should 
henceforth be wholly financed by equal taxes on employers, em- 
ployees, on the self-employed, and the interest on the trust fund. 

With this and other fundamental features of social security the 
national chamber of commerce is wholly in accord. 

But I submit to you gentlemen that if the purpose of social security 
is to provide a floor of proptection, then constant efforts to expand it 
piecemeal in all directions are suspect. 

Patchwork election year expansions are unfair to the employees and 
the employers who pay the social security taxes and to the beneficiaries 
alike and may endanger the program itself. 
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Federal old-age and survivors benefits is an extremely complex pro- 
gram. ‘The various provisions in this law are so interrelated that vir- 
tually any change affects costs and financing. 

The bill in front of you involves a change in the financial support 
for social security. This change calls for an increase in the social tax 
rate, an increase in the taxable wage base, and an acceleration of the 
scheduled tax increases in the present law. 

You will recall that in 1956 the Congress established a new Advis- 
ory Council on Social Security Financing to report by the end of this 
year. Should not any changes affecting costs and financing be post- 
poned until after this Advisory Council has submitted its report ? 

Also, I would like to submit that a social tax increase in 1959 would 
not be propitious from the standpoint of the overall economic recovery 
we all hope for. : 

Business is now making strenuous efforts to cut its costs wherever 
possible in order to hold the line on prices and thus stimulate busi- 
ness recovery. 

A statement by President Eisenhower in a May 20 address is perti- 
nent. He said: 

Let me suggest a few ideas that I would like to nominate for oblivion: The 


idea that management can be lax about costs without pricing its products not 
only out of foreign markets but out of the American market as well. 


We strongly recommend that no social security changes involving 
tax cost increases be made until the Advisory Council submits its re- 
port, and until it is clear that we are well on the way to business recov- 
ery. 

We believe such a postponement would be prudent and constructive. 

However, both the Ways and Means Committee and the House of 
Representatives are to be congratulated for their concern for the actu- 
arial deficiency, the present actuarial deficiency, in this program. 

We believe at the present time if the facts are carefully examined 
you won’t find much of a basis for a benefit increase when viewed 
against the past record of benefit increases and the cost of living. 
Since 1939 Congress has increased benefits for those on the rolls three 
times, in 1950, in 1952, and in 1954. 

During this period the cost of living—from 1939 through June of 
this year—has risen by 108 percent. 

However, since 1939, Congress has increased benefits by 134 percent. 
If the 7 percent increase in this bill should also be approved, it would 
mean benefit increases over the years of 148 percent. 

There is another major argument, it seems to us, against the flat in- 
crease proposed. If some increase is necessary to preserve social 
security as a floor protection, a flat benefit increase across the board 
will not do the job satisfactorily for many of the aged, the very old 
beneficiaries under the program. 

At the end of 1956 there were about 6.6 million aged primary 
beneficiaries who were getting benefits under the program and 2.2 
millions of these, one-third of them, received benefits of less than $50 
a month. 

These relatively small social-security benefits are due to three major 
factors: 

First, a low earning capacity of those individuals while they were 
working: second, a low average earnings record because many of them 
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had intermittent employment or were partly in covered employment 
and partly out of it; and third, many of them are receiving a small 
benefit because they are a dependent spouse or widow and not a primary 
beneficiary. 

Now the vast majority of these 2.2 millions receiving benefits 
of less than $50 retired during the 1940’s and early 1950’s These 
people of advanced age did not have the opportunity of working 
during the past 10 years or so when wages have been ish. 

In consequence, under the present law they are not eligible for the 
larger benefits, nor did they have the opportunity because of their 
lower pay to put aside much through their own efforts toward their 
old age. 

We believe that, if some benefit adjustment is necessary to preserve 
the floor of protection, greater consideration should be given these 
people of advanced age who retired a number of years ago and who 
are on the lower part of the benefit schedule. 

This bill also contains numerous special and technical provisions 
which merit very careful scrutiny. 

For example, in the field of disability the bill provides three things: 

First, that benefits be paid to dependents of disabled beneficiaries ; 
second, it raises the maximum monthly benefits to a disabled bene- 
ficiary and his family to $254; and third, it eliminates the present 
offsets for other types of public disability benefits against social- 
security disability benefits. 

Now with these 3 changes if you carefully examine specific cases 
you will find it is perfectly possible for a disabled beneficiary who 
while he was well and working, who earned $3,700, to get as much as 
$3,000 in d’sability benefits under social security. 

With such benefits usually tax free, this disabled worker and his 
family would receive as much in tax-free income as he originally 
had in take-home pay when he was working. There will also be 
situations in the future where the amount of tax-free disability income 
will be greatly in excess of take-home pay to which these families had 
previously been accustomed. 

Now, I will submit that this will develop even more rapidly because, 
as you gentlemen well know, increases in benefits under such programs 
as workmen’s compensation, Federal employees compensation and 
veterans non-service-connected disability benefits are usually con- 
sidered separately. When those separate programs are under consider- 
ation, and changes are made on the basis of the facts in each program, 
and when you eliminate overlapping between the program as this 
bill would do, then you compound the duplication in benefits between 
these different disability programs. ; 

Now experience has shown, and you had testimony before this 
group in 1956, that high monthly cash benefits for disability can act 
as a strong deterrent to successful rehabilitation. We, of the cham- 
ber, have always felt that rehabilitation should be the primary objec- 
tive of any program in this area. thipe 

We do not believe there is any real social justification or equity in 
paying disability benefits to 1 person from 2 or more = programs 
where the payments are based on 1 condition of disability. 

Moreover, we do not see any merit in paying public disability 
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benefits—tax-free benefits—that may be equal to or even greater than 
an individual’s usual take-home pay when well and working. 

_ There is one other factor that I think should be carefully con- 
sidered here. I admit it is a hypothetical one but I am pretty sure it 
is one you gentlemen can see the trend in. Establishment of benefits 
to dependents of disabled beneficiaries will provide a strong argument 
for lowering or eliminating the present age requirement of 50 for 
disability benefits. 

It will be contended that most of those permanently and totally dis- 
abled, with young beneficiaries, with children, are under age 50, 
Therefore in order to get the full effect of this program for those 
people, the age limit for disability benefits will have to be less than 50, 

We have another example of the need for careful examination of 
the miscellaneous provisions of the bill in the new formula for Fed- 
eral grants for public assistance and here we tried to examine what is 
apparently the intent of the Ways and Means Committee and what 
the actual results of this provision would be. 

Apparently the intent was to provide additional Federal funds to 
enable the States to pay more to those already on the rolls, and the 
committee report is evidence of that. 

The report said that the committee had considered the possibility 
of language in the bill requiring the States to use the funds under 
the bill for additional assistance or for the money to revert to the 
Federal Treasury. 

But the committee had not been able to find such a provision that 
would operate equitably. 

I would like to submit to vou gentlemen that the formula in the 
bill will not assure that all the additional funds will be passed along 
to those on the assistance rolls. Experience since the 1956 increase 
in Federal support shows that many of the States did not pass along 
all the additional Federal money. 

We would like to call your attention to the purpose of the variable 
grant proposal now and how it would actually operate. 

According to the Ways and Means Committee report the formula 
recognizes the limited fiscal capacity of lower income States. The 
inference is that those States which rank relatively low in terms of per 
capita income and hence presumably in fiscal capacity or in taxing 
capacity will in consequence rank low in terms of average assistance 
payments. 

I have a table here at the bottom of page 13 in my testimony that 
shows that this is reasonably true for a few States. 

For example, in this table, Wisconsin ranks 18th in per capita income 
and 12th in the average OAA payment. 

Arizona was 25th in per capita income and 27th in average old-age 
assistance payments. 

However, let’s look at the data from many other States and those 
data, the table on page 14, show no such correlation at all. 

The figures show that Delaware, for example, ranked 1st in per 
capita income but 36th in average per capita assistance payments. 

Senator Dovueias. Delaware’s high average is tilted up by the ex- 
tremely high incomes of a few individuals. 

Mr. Marswatt. It would take a large number of individuals, would 
it not, Senator, to tilt the average for a State? 
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Senator Lone. Let me ask you, aren’t there a considerable number 
of corporations in Delaware which report their income in Delaware ? 

Mr. Marswa.u. I don’t think, Senator, that the high per capita in- 
come for Delaware results from the large number of business incor- 
porated in that State. 

For example, our own corporation is incorporated in Delaware but 
our income is not reported as income there. 

Senator Lona. One other point there that is relevant. 

Delaware has a high degree of industrialization with the result 
that a very high percentage of their people are covered by social 
security and that tends to decrease the need for public welfare in a 
highly industrialized State, does it not ? 

r. Marsuau. I think that is true although you will notice here 
that New York State ranks second in average old-age assistance pay- 
ments, so that New York, where I come from, is a reasonably high in- 
dustrialized State but it is still high in its old-age assistance program. 

Senator Kerr. New York State is highly industrialized or New 
York City, Syracuse, and Schenectady. 

Mr. Marsuauu. Now, Louisiana, on the other hand, was 37th in 
per capita income but 17th in OAA payments; and North Dakota 
was 40th in per capita income and 5th in OAA payments. 

What I am trying to show here is obviously the per capital income 
isnot any measure of the fiscal capacity of the State to provide old-age 
assistance. There are a great many other factors such as the willing- 
ness of the taxpayers to be taxed for these things and so forth that are 
important. 

There is one other point here that I think should be mentioned about 
this variable grant formula indicating that I do not believe it will 
accomplish what is apparently intended. 

I went into this exactly how this formula will work last night and 
I really cannot explain it to you gentlemen again today. But as a 
matter of fact as a result of a statistical gimmick used, the formula 
does not increase the funds at all for 15 States, and for 6 others, it 
increases the funds less than 10 percent. 

If you look at the table in the middle of page 15 you will see how that 
works out. For 13 States, it gives them the maximum of 70 percent, 
and for 21 States there is very little or almost no increase, and for the 
rest of it there it is not a gradual allocation 

Senator Lona. But in all those States in general it would reflect 
an increase in funds by the so-called averaging process, would it not? 

There is, in other words, something for the high payment States 
and something for the low payment States in this bill? 

Mr. Marsnatt. Yes, I think you are right about that. 

Senator Lone. The low-payment State does not gain anything by 
the averaging process, but on the other hand, it does gain something 
by the higher matching in the brackets just above the first $30. 

Mr. Marsuatu. Just above the first $30. But my understanding 
is that the 80 percent of the first $30 remains as it now is. The pres- 
ent law says that the Federal Government will put up 50 percent of 
the next $30. This proposed formula provides that no State will get 
less than 50 percent but a State may get up to 70 percent of the next 
$36. This formula is a peculiar thing because it is not a ratio of 








322 SOCIAL SECURITY 


State per capita income to the national per capita income but is a 
ratio of the square of the State per capita income to the square of the 
national per capita income. 

You can see what this does. This formula, instead of providin 
a gradual increase as per capita income decreases, it lumps all of the 
States either at the bottom or at the top of this formula. They all 
either get the full 70 percent, most of them do, or they get little if any- 
thing more out of the formula. 

I do not know why it was put in there. It is a peculiar thing to 
me. Maybe there is some good explanation, but I think it really de- 
serves a lot of consideration on the part of the committee. 

It seems to me that a brief analysis of this variable grant proposal, 
applied to old-age assistance data, indicates, first, that State per capita 
income data are not a reliable measure of the fiscal capacity of the 
States in providing State and local funds for public assistance. 

Second, there are other factors which usually explain the level of 
assistance payments. 

Third, the specific formula provided in the bill does not result 
in a reasonable distribution of the various States between the 50-per- 
cent floor and the 70-percent ceiling. And, fourth, this formula 
would extend Federal tax money to the various States irrespective of 
the relative average assistance payments. 

Our recommendations are first 

Senator Kerr. May I ask you a question there ? 

Mr. MarsHatu. Yes; I am sorry. 

Senator Kerr. Is your position one that you favor an increase but 
on a different formula ? 

Mr. MarsnHatyu. Well, our position at the moment is that because 
the system is actuarially deficient at the present time 

Senator Kerr. You mean the public assistance program ? 

Mr. Marswatt. In public assistance, no. 

Senator Kerr. You are talking about public assistance now, are you 
not ? 

Mr. MarsHatu. No; we do not favor an increase in public assist- 
ance at this time. The chamber’s basic position is that public assist- 
ance is basically a concern of the States, sir. 

Senator Kerr. In other words, then, you are arguing about the 
formula is basically to support your formula for an increase, is it 
not? 

Mr. Marswauyi. My argument about the formula is based on my 
feeling that if there is to be an increase, and I do not think there 
should be one, then I would take a very careful look at this peculiar 
statistical gimmick. 

Senator Lone. If I may say it, the Secretary of Health, Education, 
and Welfare, came up here and said, “I am against any public assist- 
ance, but if you do it this is how you do it.” 

You are up here saying you are against it, but this is not how to do it. 

Mr. MarsHatu. Yes. 

Senator Kerr. I want to tell you the committee has an abundance 
of recommendations from those who are against any increase. That 
isallright. You may proceed. 
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Mr. Marsuatu, I assumed that. 

Mr. Chairman, we would like to give our recommendations and 
conclusions: First, that sound financing of social security is of the 
utmost importance, not only to the present beneficiaries but to the 
millions of workers who are paying the bill today and expect to get 
something out of itinthe future. 

Second, the proposed tax increase next year is illtimed in view of 
the current efforts of business to hold down costs and prices, and that 
the proposed taxes on workers come at a most inopportune time be- 
cause they too are faced with higher costs and with heavier State and 
local taxes. 

We have very grave doubts of the merits of a proposed flat 7-per- 
cent increase in benefits. We do not believe the need for that is borne 
out by the facts we have been able to develop. 

We also believe the proposed changes in disability provisions would 
have far-reaching implications resulting in abuse. 

The proposed variable formula for Federal grants-in-aid for public 
assistance would not accomplish its objectives, and we are basically 
against increases in the public-assistance program anyway. 

We would like to recommend that a new advisory council be created, 
not to examine the financial provisions of the bill, but to examine 
these various miscellaneous provisions including those I have just 
mentioned. 

Finally, I would like personally to respectfully suggest that for a 
program which so closely touches the lives of every citizen, and one 
which we all hope will do so wisely for many years to come, that the 
Congress should now resolve to make no changes in such a program 
in an election year. Instead changes would be made after careful 
examination by experts both within and without Congress. Amend- 
ments then be made only in those sessions when Members of Congress 
do not have upon them the pressures of imminent political campaigns. 

That concludes my statement, Mr. Chairman. 

The Cuarrman. Thank you, Mr. Marshall. 

You have made a thoughtful statement. 

I have been on this committee for 25 years and the question has 
frequently come up as to whether this is a sound program or not 
fiscally. 

My judgment is that it is sound only providing that you continue 
the taxes, which I think you said have been increased by—I was away 
for part of your presentation—134 percent ? 

Mr. MarsHatu. The benefits have been increased 134 percent since 
1939. 

The Cuarrman. What has been the increase in taxes? 

Mr. Marsuatu. I have not the figures here on the increase in taxes 
during that period but I know they have been increased so that the 
program is very nearly on an actuarially sound basis at the present 
time. There isa small actuarial deficiency. 

The Cuatmrman. I wish you would follow up your percentage of 
benefits increase with percentage of tax increase for the record. 

Mr. MarsHatu. We will doso and submit it. 
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(The information follows :) 


Growth in OASI benefits, beneficiaries, taxes, and covered tarpaying workers, 




















1940-70 
1940 1970 | Percent 
| increase 
<ec—inplpi niin ecient panes meng ie wo tennis si 
Maximum social-security tax en ae an sommes J $30. 00 | 1 $204 | 580 
Maximum primary i aa ana pC ‘ $41. 20 1 $125 203 
Social-security taxpayers.------ ~~~ - om ae 35, 400, 000 | 287, 000, 000 145 
Total beneuiciaries..........-.--.-..----..-.-- ; el | 255, 000 | 2.17, 900, 000 | 7, 000 
| 





1 As provided in H. R. 13549. 
2 Estimated. 


Norte.—The data exclude the disability portion of the program. 
Source: Data from the Social Security Administration. 


The Cuarrman. At the present rate of taxes. 

Mr. Marswatt. I beg your pardon ? 

The Cuarrman. At the present rate of taxes, and the present rate 
of interest. 

Mr. Marsnatt. There is a small acturial deficiency at the present 
time which should be met by a small increase in the tax rate. 

The Cuarrman. I am speaking of the future. 

Is this a sound program financially at the present rate of taxes and 
the present rate of benefits ? 

Mr. Marsuatyi. My impression is and Mr. Schlotterbeck can cor- 
rect me if I am wrong in this, is that the accelerated tax schedule in 
the present bill, if that was put into effect without any of the bene- 
fit increases would eliminate, substantially eliminate, the acturial 
deficiency. 

IT am wrong, it would not. It would take a half percent increase in 
the tax rate to eliminate the acturial deficiency. 

The Cuarrman. Do you mean in addition to what the y propose in 
the present bill ? 

Mr. Scuvorrerseck. Not in addition, it would take about a half 
percent increase in the tax rate on the present wage base to just about 
eliminate the deficiency. 

Senator Kerr. He means if you were not going to provide any in- 
crease in benefits. 

Mr. Marsnauty. No change in benefits. 

Mr. Scritorrerseck. No. 

The Cnartrman. The program looking into the future it seems to 
me is only sound providing you continue to increase taxes to meet in- 
creased benefits. 

Mr. Marsuatt. That is correct. 

The Carman. In your judgment, at what point would this pay- 
roll tax become destructive. 

Mr. MARSHALL. I think you have got to examine this thing, look 
at the record in front of you with the Railroad Retirement Act now 
which is really running a deficit because both the workers and I do 
not know about the employers in the industry, are saying the tax rate 
is too high now, and we are willing to let it run an actur rial defici siency 
or at least they have come up with no proposal for increased taxes. 

The rate is six and a quarter on each. You run into that range. 
You will get pretty close to that in social security, sir. 
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Now to illustrate what that means, this present increase in taxes 
means each worker who gets $4,800 and there are not too many of them 
today who get much less than that will pay an increased tax next 
year of $25.50. 

We have just figured it out for our own employees. 

Now at $2 an hour, $80 a week, with a take-home pay of somewhat 
less than that because of taxes what you are doing is taking away 
about half a week’s take home pay from him with the proposed in- 
crease going into effect in 1959, not the one that is proposed for 1969. 

It isa substantial burden. 

The Cuarrman. The progressive increases necessary in order to 
pay those that will come of retirement age ? 

Mr. Marsnatn. Yes. 

The Cuarrman. If additional benefits are added of course you must 
raise the taxes to pay for that ? 

Mr. MarsHatu. That is correct, sir. 

The Cuartrman. So to continue to increase the taxes above a cer- 
tain amount seems to be a dangerous proposition. I agree that in- 
dustry can stand a certain amount and so can the individual but when 
you get up to large figures like what is it, 12 percent 

Mr. Marswaut. Twelve and a half percent railroad retirement and 
which is not enough to finance their benefit schedule. 

The Cuarrman. You are getting into a danger zone there. 

Take an industry that must pay its 6 percent, even an individual, 
and I think the self-employed people are the ones who probably would 
be hurt worst by this program. 

Mr. Marsnai. They pay a higher rate of course than the employed 
people do. But I think we have to consider the fact that this rate 
on the employee and on the employer is really a burden on the cost 
of goods. Without a doubt as you gentlemen know, even though the 
employ ee originally starts off paying the increased tax, that ultimately 
he comes in and says “Look, I cannot live on this take home pay check 
Iam getting, I need an increase in pay”—and he bargains for an in- 
crease in pay. 

The CuHatrMAn. Do you think this bill, including the entire amount, 
is inflationary ? 

Mr. Marsnatt. I think without a doubt it has inflationary tend- 
encies in it. The bill for our own corporation is over two million 
dollars for our own corporation. 

The CHatrman. Including public assistance, you think it is in- 
flationary ? 

Mr. Marsnatt. That is right. 

The CuatrMan. Are these any further questions? 

Senator Kerr. Yes, I want to ask a question. 

In your statement you say: 

The proposed added tax costs on workers likewise would come at a most in- 
opportune time. They, too, are faced with higher costs and with heavier State 
and local taxes. 

Does that situation apply with equal impact on those who are on 
social security ? 

Mr. MarsHaut. The people who are receiving social security 
benefits? 
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Senator Kerr. Yes. 

Mr. MarsHatu. Yes, I think that does. 

Senator Kerr. Are they faced with higher costs at this time? 

Mr. Marswatu. I think you will find if you refer to Secretary 
Folsom’s testimony before the House Ways and Means Committee, 
that the operation of the present formula in the social security bill is 
such that most of those who are presently retired are receiving sub- 
stantially higher benefits than those who retired a few years in the 
past. 

Senator Kerr. You made that point quite clear in your statement. 

Mr. MarsHat. So that actually \ 

Senator Kerr. I just wondered if this business of being faced with 
the higher cost was a situation limited to those who were employed. 

Mr. MarsHat. It is not. 

_ Senator Kerr. It costs just as much for a man for food and cloth- 
ing who is unemployed and social security as if he was employed? 

Mr. Marswauu. That is correct, Senator, that is why I put in a 
special plea for those retired some years ago and are receiving lower 
benefits. 

Senator Kerr. Are you favoring an increased benefit to them? 

Mr. Marsuauy. I think I would. 

Senator Kerr. You think you would, are you sure you would ? 

Mr. Marsuatu. Yes, I would say for that group of people you 
should have an increase in benefits. 

Senator Kerr. How would you finance it ? 

Mr. Marsuauu. Well, it would have to be financed by an increase in 
taxes. 


Senator Kerr. Would that be any less inflationary than under this 
bill? 

Mr. Marsnwauu. Yes, it would, for this reason, sir. 

If you provide a change in the benefit formula that goes on forever, 
you have got to face an increasing tax rate that goes on forever. 

If you provided, for example, for an increase in benefits for every 
recipient of social security who retired before 1950, those costs could 
be met by a fixed sum of money, because those people will have passed 
on within 15 years or 20 years, so that is a definitely determinable 
fixed amount. 

Senator Kerr. So you think the 20 years in which they are dying off 
their increased purchasing power will not be inflationary beyond the 
time they would be dead ? 

Mr. Marsnaty. It would have some inflationary effect but it would 
not extend much beyond that, beyond the death. 

Senator Kerr. Well, now, are you serious in saying you would 
favor an increase in the tax on those now working and who will be 
working for the next 20 years to pay an increased benefit to people 
who are making no contribution to it and who have not since 1952? 

Mr. Marsuauu. Now, before 

Senator Kerr. You said you thought you would ? 

Mr. Marsnatu. Before I answer that question, I would like to sub- 
mit that most of the people on the social-security rolls today have 
not made any contribution to the pension that they are receiving at 
the present time, because they have used up the entire contribution 
they made to the program in the first year and a half after they went 
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on the roll so anybody who has been on the roll 2 years or longer, it is 
the present generation of workers are paying his benefits in any event. 

Senator Kerr. I really asked you a very simple question. 

Mr. Marsuatt. Whether I favor increased taxes ? 

Senator Kerr. I asked you if you would favor an increase in bene- 
fits to those on the rolls who have not worked since 1952 to be paid for 
out of additional contributions by those working and their employers. 

Mr. Marsnatu. I would do it in a different mechanism, Senator, 
than through this thing. Because this is a permanent program. I 
would submit that those people who retired before 1950, and who are 
getting small benefits, you are probably helping through the old-age 
assistance sete at the present time. And I do not think you 
want to help everybody through two different programs. 

I think I testified in 1956 before this committee in-favor-of a pro- 
gram of gradually getting the Federal Government out of the old-age 
assistance area by providing that States should not count in their 
formula for old-age assistance beginning at some future date those 
who are receiving more than, we would say, $50 or $60 a month in 
old-age and survivors insurance. 

That would not cut the grant to any State immediately, but would 
simply say if the Federal Government is providing at least $50, $60, 
or $70 a month from its old-age and survivors insurance program to 
this aged person in your State, you cannot also ask for an assistance 
Federal grant. 

Your State ought to be ready to take care of the difference itself and 
that is how I would take care of these people who are aged. 

Senator Kerr. You would do that thou h by an additional tax on 
present workers and their employers? 

Mr. Marsnaty. If that was necessary, but you see that tax would be 
very short-lived, Senator. 

Senator Kerr. Twenty years? 

Mr. Marsuary. No; 10 or 15 at the most, maybe less than that. 

Senator Kerr. Well, now, Mr. Marshall, I cannot believe that you 
would be serious either. 

Mr. Marsa. I would cut them out of the old-age assistance grants 
if I did that. Sure that is my proposal. Tle Federal Government 
ought to take care of the aged people of the States 1 way, not 3 
or 4. 

Senator Kerr. Then you would shift the burden of assistance to 
the aged from the general taxpayer to the present-day employed and 
employer ¢ 

Mr. Marsnai. Well, yes, it is a little hard to distinguish in my 
mind between the general taxpayer and the employer and employee. 

Senator Kerr. Do you think that might be class legislation ? 

Mr. Marsnatu. No, because I think they are both the same groups. 

Senator Kerr. I would not suppose that it would be other than class 
legislation if you imposed a tax unless you made it on everybody. 

Mr. Marsuau. Let me—well, of course my basic answer to that is 
that you have already done that in this social security bill. 

Senator Kerr. You think that when you get the workers and the 
employers you have everybody ? 

Mr. Marsuauy. And the self-employed. 
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Senator Kerr. Well, now, we have millions of people producing 
income in this country who are neither in the category of employers 
nor employees. 

Mr. Marsnmatu. Self-employed are taxed too under the social 
security. 

Senator Kerr. Not all of them. 

Mr. Marsnatu. All except the doctors. 

Senator Kerr. Would you want to pass a law taxing everybody but 
the doctors? 

Mr. Marsua. No, I do not want to do that. The doctors do not 
want to be taxed. 

Senator Kerr. I know but you are talking about that in just what 
you recommended. 

Mr. Marsnatu. No, I am only recommending that you continue 
the same process you already have. 

Senator Kerr. We do not have that process now. 

Mr. Marsuaty. Well, maybe my understanding of the social security 
tax law is wrong then. 

Senator Kerr. The only benefits payable are those specified under 
the law. 

Mr. Marswatt. I thought we were talking about the taxes, the social 
security taxes. 

Senator Kerr. The only taxes paid are those specified in the law. 

Mr. MarsHa.u, Yes. 

Senator Kerr. But you are talking now about increasing that tax. 

Mr. MarswHatu. Yes, for the same group of people. 

Senator Kerr. But applying the benefits to only a limited group? 

Mr. MarsHaty. Well, no—wait a minute. 

Senator Kerr. You said you would increase the taxes on the present 
group of employers and employees to pay additional benefits to those 
who retired prior to 1952 but not subsequent to 1952? 

Mr. Marswary. Well, I did not pick any particular date. You can 
have any particular date you want. But I think every time the Con- 
gress has increased the benefits they have done the same thing. 

Senator Martone. It is a little hard to understand the witness. 

Senator Kerr. It is not hard for me to understand if you go back to 
page 2 you will get his basic philosophy. 

Mr. Marsa... I think every time the Congress has increased bene- 
fits to recipients of old-age and survivors insurance they have, in 
effect, taxed the present workers to provide benefits to people- _and 
have taken that money and given it to the present pensioners. 

I mean it is not difficult, it seems to me, that is the whole basic prin- 
ciple of the present social security law. It is on a pay-as-you-go basis, 
the present generation of wor kers are taxed to prov ide benefits for the 
present generation of aged, and the only question is keeping the tax 
income and the benefit outgo in balance. 

Senator Kerr. On page 2, I would like to refer to the last para- 
graph, please. [Reading:] 

In like manner it can be said the basic purpose of compulsory social security is 
to protect society from the political consequences of possibly leaving large num- 
bers of elderly persons with such meager means of support as to constitute a 
social problem for the Nation. 
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I take it that that would have to be interpreted, that you think the 
only basis for compulsory social security is to provide that minimum 
of benefit to this group of people that would enable them to be iso- 
lated from the American way of life and to insulate the rest of the peo- 
ple from the situation created by the need and want of those thus situ- 
ated. 

Mr. Marswauu. No, that is not my point, Senator. 

Senator Kerr. Well, you say it is to protect society. 

I had always thought that social security was to protect the retired 
worker 

Mr. Marswatu. Well, now let me submit this proposition to you, 
Senator. 

Senator Kerr. Is that 

Mr. MarsHa.t. No, that is not my proposition. 

My proposition is this: If I was the only retired worker in want I 
do not think I ought to be up here testifying before the Congress and 
you would not be interested in me. 

Senator Kerr. You would be surprised in whom we would be inter- 
ested in. [Laughter. | 

Mr. MarsHa.L. It is only because of millions of retired workers who 
might be 

Senator Kerr. We would be as nearly interested if you were a re- 
tired worker; we might be as nearly interested in you in that category, 
as in your present category. 

Mr. Marsuauu. I think my neighbors ought to take care of me, if 
Iam the only one in the country. 

Senator Kerr. You say here the basic purpose of compulsory social 
security is to protect society ? 

Mr. Marsuauy. Yes. Would you like to have me read the rest of 
that paragraph ? 

Senator Kerr. Well 

Mr. MarsHa.t. I will be glad to do that. I think that explains it. 

Senator Kerr. You address it to a limited protection, to protect 
society from the political consequences of, possibly, leaving large 
numbers of elderly persons with such meager means of support as to 
constitute a social problem for the Nation. In other words, as 
understand that, you just want to protect the Nation from an acute 
social problem c reated by people in want. That is the only way I can 
read that. 

Mr. Marsnatu. I will go on and read the rest of it. 

Senator Kerr. Let’s address ourselves to what I have just read. 

Mr. Marsnatu. That is what the rest of the paragraph addresses it- 
self to. 

Senator Kerr. You mean you make a statement which, of itself, 
is not understandable, but which has to be explained by the paragraph 
in which it is in context ? 

Mr. Marsuatt. I do not know, but I used to read Macaulay, and, 
as I understand it, Macaulay always started every paragraph with a 
topic sentence and then, after that, he put in the explanatory infor- 
mation with respect to that topic sentence. ; 

I have not read him in a great many years now, but I think that 1s 
the way this testimony was construc ted, and I would be delighted to 
try to explain it by reading the rest of the paragraph. 
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Senator Kerr. By a disciple of Macaulay, and not a vice president 
of the chamber of commerce. I want to admit that my education in 
the Macaulay method of producing and writing literature is limited, 
and it might be that you can make a contribution to it. [Laughter.] 

Iam not right sure that the next sentence helps you any. I do not 
know about Macaulay, but I want to tell you, Kerr feels that the next 
sentence is just about as badly in need of an explanation as the one I 
just read. 

Mr. Marswaru. How about the third one ? 

Senator Kerr. Let’s leave the next one. [Reads:] 

If our worthy, experienced, and resourceful growing older population were 
left adrift in today’s economic tides, we could expect them to take a kind of 
concerted action which could lead to political, social, and economic instability, 
In fact, the program was initiated to deal with the future problem of people no 
longer able to support themselves by working because of old age and, thus, 
possibly being in need. 

In other words, they might start a revolution, is what you said. 
[Laughter.] And you want to fix enough of a palliative here to where 
you can prevent that ? 

Mr. Marsnatw. I think that in a rural civilization, Senator 

Senator Kerr. You are talking about history now. Benson has 
eliminated that. I want to say to you that this administration has 
eliminated the rural civilization upon which this Nation was built. 

Mr. Marsuauy. We now have an industrial civilization and a nation 
of wage earners and, therefore, we need a kind of social program for 
our aged that we did not need when we had a rural civilization. 

Senator Kerr. But you say here now, I am glad—lI was so shocked 
when I read this first sentence that I did not follow you through on 
that next sentence. 

Mr. Marsuaty. How about the third one? 

Senator Kerr. Let’s see if we understand this. 

If our worthy, experienced, and resourceful growing older population were 
left adrift in today’s economic tides, we could expect them to take a kind of con- 
certed action which could lead to political, social, and economic instability. 

It looks to me like you are saying there we ought to do enough 
to keep them from starting a revolution. How euelicoen explain that, 
otherwise ? 

Mr. Marswatu. I would go on and say, in fact, the program was 
initiated to deal with the future problem of people no longer able 
to support themselves by working because of old age and, thus, pos- 
sibly being in need. In other words, economic wants, the economic 
needs, the basic economic needs of the older people; that is what we 
are trying to take care of in this program. 

Senator Kerr. You think that possibility you describe there is 
acute or remote ? 

Mr. Marsnatt. I think it is remote. 

Senator Kerr. You think it is remote that people no longer are 
able—— 

Mr. Marsuwatt. I think, if you look back upon history, it might 
become acute. 

Senator Kerr. You think, then, people no longer able to support 
themselves are not likely to be in need ? 

Mr. Marsuatu. Would you mind repeating that? 
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Senator Kerr. Well, as I read this sentence, you say the program 
was initiated to deal with the future problem of people no longer 
able to support themselves by working because of old age. 

Mr. MarsHaty. And, thus, possibly being in need. 

Senator Kerr. And, thus, possibly being in need ? 

Mr. Marsnaty. That is right. 

Senator Kerr. And you think that is a remote possibility ? 

Mr. MarswHatu. No; I understood you to ask me if I thought it was 
a remote possibility that the older people in this country would stir 
up a revolution, and I said I thought it was. 

Senator Kerr. You would not let me talk about that sentence; you 
want to go to this next one? [Laughter.] And, in that situation, 
you talk about the future problem of people no longer able to support 
themselves by working because of old age and, thus, possibly being 
in need ? 

Mr. Marsuatu. That is right. 

Senator Kerr. And I asked you if you thought that the possibility 
of people no longer able to support themselves by working because 
of old age possibly being in need was a remote possibility or an 
acute one. 

Mr. MarsHatu. Well, I think, in this country, Senator, there are 
not too many people, older people, whose sons and daughters and so 
forth cannot give them some help in their old age. Now, there are 2 
million to 3 million aged people who are in need who cannot support 
themselves. 

Senator Kerr. If they are not in need, why would their dependents 
want to support them ? 

Mr. MarsnHaui. Well, they are in need. 

Senator Kerr. Then the possibility is not so remote as you thought 
it was? 

Mr. Marsnaryi. That is why we had this program, Senator. 

Senator Kerr. I am not talking about the program, but talking 
about your sentence. 

Mr. Marsnaru. No; the possibility is not remote. 

Senator Kerr. It is an acute possibility ? 

Mr. MarsHatu. Yes. 

Senator Kerr. Isn’t it, in fact, a certainty ? 

Mr. Marsnatt. I do not know. 

Senator Kerr. That people no longer able to support themselves 
by working—isn’t it just about a definite certainty that they are in 
need or they will be in need ? 

Mr. Marsnuary. Well, I do not know, and I don’t have the figures 
here, but Mr. Schlotterbeck has them, and I think there have been 
several surveys made of the resources of the aged, and those facts show 
that 

Senator Kerr. What percentage of them do you find are capable of 
supporting themselves out of their accumulated resources ? 

Mr. MarsHa.L. I cannot answer that, but I am sure—— 

Senator Kerr. Well, you said Mr. Schlotterbeck could. 

Mr. MarsHatu. We will submit some data on it. 

Senator Kerr. Maybe he has it now. 

Mr. MarsHatt. We do not have it now, but the Bureau of Labor 
Statistics and other agencies have. 
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Senator Kerr. In other words, Mr. Schlotterbeck is on the basis of 
what he is able to get for us and not on the basis of what he brought 
with him. [Laughter.] 

Mr. Marsnatt. I think most of us have gaps like that. 

Senator Kerr. All right. 

Well, now, I have one more question and I would like for you to 
think about it seriously before you answer it: 

As I understand it you oppose the first part of this bill because it 
provides additional taxes to support people or help people, some of 
whom are not in as acute need for it as others. 

And that you would support it if it provided an additional tax to 
increase the benefits only for those who today receive the smaller bene- 
fits as retired persons under the program. 

Mr. Marsnatz. No; I do not think I would, Senator. What I think 
we have got to look at is the type of program. 

Senator Kerr. Wait a minute—— 

Mr. Marswatt. I cannot talk about this thing in a vacuum. 

Senator Kerr. Well, what have you been doing ! 

Mr. Marswatt. I have been talking about the specific proposal in 
front of you, Senator. 

Senator Kerr. But you told me in answer to a question you would 
favor a program that increased taxes on current employees and em- 
ployers to provide additional benefits to those previously retired. 

Mr. Marswauy. Provided—and by the same mechanism—we took 
the Federal Government out of the old-age assistance program for 
those same individuals. 

Senator Kerr. Well, now, that is quite a proviso, is it not? 

Mr. Marsuatu. No, it is not an unwise one. I think it would be a 
very wise provision. 

Senator Kerr. I am not talking about how wise or unwise it would 
be but it would be quite a proviso. 

Mr. Marsnary. But not a major one in terms of dollars, and it 
would be a tremendous saving to the Federal Government. 

Senator Kerr. Now the second impression I get from this and you 
have already verified it but to make this particular point in the record, 
is that while you object strenuously to the formula in the public assist- 
ance program you object just as strongly to an increase in the public 
assistance program ? 

Mr. Marsnaty. That is correct. 

Senator Kerr. Now the question I want to ask you is on the basis 
of the record and their appearance before the committee which of the 
enactments of the Congress providing either social security to start 
with or any increase in the program since its inauguration has the 
national chamber of commerce endorsed, the Chamber of Commerce 
of the United States? 

Mr. Marsnaty. That requires a very careful answer, sir. I have 
been asked the question several times before I came here. 

Senator Kerr. Then you ought to be in good practice on answering 
it. 

Mr. Marsnatu. I have been able to answer it but T do have an 
answer here for you that is the result of research on the part of the 
chamber’s staff. 

At the outset of this program in 1935, the chamber questioned the 
constitutionality and the propriety of developing a huge reserve fund. 
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Senator Kerr. I did not ask for a defense, Mr. Marshall. 
Mr. Marsua.u. I am going to give you the record. 
Senator Kerr. I just asked you a simple question, which legislative 
enactment has your organization sponsored and approved ? 

Mr. MarsHa.u. In 1939 the chamber supported the House bill. It 
did not oppose social security in 1935 but testified only against the 
huge reserve fund. 

It supported the pay-as-you-go principle. It supported the House 
bill in 1939. 

Senator Kerr. When did we enact the pay-as-you-go principle? 

Mr. MarsuHaxi. In 1950. 

Senator Kerr. Mr. Marshall, we do not have a pay as you go prin- 
ciple. We have a reserve system. If you want to put a statement 
in the.record in addition to the one you made, it is fine. 

But I would appreciate it 

Mr. Marswatu. I will go on with these dates and give them to you 
right now as to things the chamber supported. 

Senator Kerr. Sir? 

Mr. Marsua.u. I can give you the dates and the provisions that the 
chamber has supported. 

Senator Lone. Mr. Chairman, I ask that that be included. 

Senator Kerr. Of legislative enactments? 

Mr. Marsuauu. Yes. 

Senator Lone. Mr. Chairman, might I ask that statement be in- 
cluded in the record because I believe everyone would like to have 
it available. 

Senator Kerr. I asked him to do so, but I just asked him to briefly 
answer my question. 

Senator Lone. I do not think the answer is responsive to the ques- 
tion, but I would like to have it in the record. 

I do not think the witness answered the question. 

The CuarrMan. The statement will be received. 

Mr. Marsuaty. We will be glad to file it, sir. 

(The statement is as follows :) 








—SENATE FINANCE COMMITTEE 





YEAR 1935- 


The Chamber of Commerce of the United States did not oppose the establish- 
ment of the old-age benefits program of title II in the Social Security Act. It 
did question the desirability of building up a huge reserve fund. 


SENATE FINANCE COMMITTEE 





YEAR 1939— 


In a letter to the Senate Finance Committee and the national chamber sup- 
ported advancing the date from 1942 to 1940 when benefits would first become 
payable, increasing the benefits payable in the early years, and establishing a 
trusteed fund in place of the existing reserve account. 


YEAR 1949—WAYS AND MEANS COMMITTEE 


The national chamber supported : 
1. Extension of coverage to all private employment and self-employment. 


2. Integration of Federal and other public retirement programs with social 
security. 

3. Benefit increases. 

4. An increase in the tax rate, providing coverage were extended and benefits 
increased. 

5. A continuation of the free wage credits to people for time in the military 
services. 
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YEARS 1953-54 


The chamber again recommended universal coverage, coupled with establishing 
rights to benefits for all aged, at least for a minimum benefit. (This “blanketing- 
in” of all aged for social-security benefits would not violate the fundamenta} 
principles of the program according to Robert M. Ball—an outstanding expert 
in the field and now deputy director of the Bureau of OASI. See his report, 
Pensions in the United States, p. 34.) 


YEAR 1956 


The chamber again recommended extension of social-security coverage to all 
workers. 

YEAR 1958 

The chamber favored an increase in benefits for the people of advanced age 
who had retired several years ago and who are at the low end of the benefit 
scale. The chamber recommended this so that those benefits provided a “floor 
of protection.” 

Senator Kerr. I believe that is all. 

The Cuarrman. Are there any further questions / 

Senator Lone. I would like to ask a question. 

Senator Martin. I would like to ask a question. 

You mentioned a moment ago there was a certain element now 
receiving a social security benefits that had not paid in enough to make 
it financially or actuarily sound. 

What proportion of the people on social security, what percentage, 
would be in that category ? 

Mr. Marsuaut. My impression is that most of the people who have 
been on social security benefits for 2 years or more are now receiving 
benefits in excess, or they received in benefits during the first 2 years 
of their retirement, all of the money that they paid into the program. 

For example, I know a friend of mine who is president of a large 
insurance company, who has just calculated that he has paid in at 
the maximum rate since the program started and I think he told 
me on the other day, he retires in 2 years from now—that within the 
first 3 years after his retirement the benefits paid to him and his wife 
will equal the amount that he has paid in during his life time of pay- 
ments under this act since 1937 when the taxes started. 

Senator Martin. Do you have figures to show the percentage that 
would not pay in enough to make it 

Mr. Marsuauy. To pay for their own benefits? Yes; we can do 
that. 


A person who pays most in social taxes in relation to the social security 
benefits he may receive is one whose covered earnings each year since 1937 at 
least equalled the taxable wage base. By September 1957, the social taxes he 
would have paid would total $912. If he retired October 1, 1957, he would have 
received $976.50 in primary old-age benefits during the ensuing 9 months—or 
more than he had paid in. Of course, all who have been taxed at less than the 
maximum would get back in less than 9 months in benefits all they paid in 
social taxes. 

On June 30, 1958 there were 6.6 million primary beneficiaries. Of these, 5.7 
million had already received more in benefits than they had paid in social taxes. 
In addition, there were 5.1 million others receiving dependents, or survivors 
social security benefits. Of course, they had paid no social taxes in connection 
with receiving these benefits. 

Thus, of the 11.7 millions receiving old-age, dependents, or survivors social 
security benefits in June 1958, at least 10.8 million, or 96 percent, had received 
more in benefits than they had paid in social taxes. 
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But I would like to point out, Senator, that I do not think that 
necessarily means the program is actuarially unsound. If you assume 
that the present generation of workers and the interest on the $22 bil- 
lion trust fund is paying the benefits for the present generation of re- 
tired people and with the proposed increase in tax rates up through 
1969, will continue to do so, then I think the program is reasonably 
actuarially unsound, even though there are many people receiving 
benefits who have paid i in little or nothing toward the cost of those 
benefits. 

The Cuarmrman. You are speaking of the present program, not an 
increase in benefits in the future ? 

Mr. Marsnaru. That is right, Senator. 

Senator Long. Mr. Marshall, I differ with some of the things you 
have said here but I do want to compliment you and your organiza- 
tion on at least having something to offer and not just being com- 
pletely against ever ything like some people are, who come before our 
committee. 

You have indicated that your organization originally favored the 
pay-as-you-go approach. 

Mr. MarsHauu, Yes. 

Senator Lone. Personally I still favor the pay-as-you-go approach, 
I believe Senator Martin over there joined me at one time in propos- 
ing an amendment along that line that would go along with the idea 
that the present generation of working people. are going to pay the 
cost of providing for the aged of their generation and their children 
will assume that same burden when their time comes. 

It would also take the approach that what a person draws down 
would be related to what he is putting up during his productive years, 
is that right ? 

Mr. MarsHat. That is the present basis, that is right. 

Senator Lona. And your approach was, if I recalled it, to try to 
provide a minimum adequate so that a person would not be on the 
welfare rolls? 

Mr. MarsHauu. That is right. 

I think this program should provide a minimum so that he does 
not need to be on the welfare rolls. That any luxuries of life he 
should provide out of his own savings. 

Senator Lone. Frankly, when you propose that we try to do some- 
thing for those who are in age bracket 80, I wonder if you have esti- 
mated what the cost of that would be if we did it. 

For example, suppose a person retired at age 65 in the year 1939. 
Based on $150 average earning he would be entitled by my calcula- 
tions to draw $65 retirement. 

Because inflation has occurred since that time, that $65 retirement 
brings him about half of what it would have brought him. 

If we calculated his present entitlement, based on present circum- 
stances, just on the present formula, the $150 he was earning then 
would compare to $300 today, and a retirement based on $300 ‘would 
be $95 compared to that $65. 

Now, I generally agree with your philosophy here but I wonder 
if you have calculated what the cost of that would be. 

I suspect it would be a little more than it has been. 
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Mr. Marswatt. I do not know that we have calculated what the 
cost of it would be, I am pretty sure we have not. I think, number 
one, that $65 has been increased somewhat since that. 

I do not know whether the $95 was sufficient or not but I would like 
to submit that this fellow who retired in 1939, that is 20 years ago, 
his life expectancy at the time he retired was around 15 years. He 
has already lived 20 years. 

Senator Lone. He may be a lucky one who is 85 years old. 

Mr. MarsHatxi. But my point is that your multiplier in terms of 
numbers of people—you may have to give each one of them a rather 
large increase—but your multiplier on that increase in terms of the 
number of people still living and in terms of the number of years they 
are going to live would be pretty small, so that your cost might be high 
for a year or two or three but it would cut down pretty rapidly for 
that reason. 

Senator Lone. Right. 

I would hope though that something along the line that you are 
speaking of could be adopted because where inflation has had the 
effect of wiping out part of the entitlement of a person retiring in 
decency it does seem to me we should make some allowance for that. 

Just one other matter. 

You mentioned the burden—you used this phrase that in the main 
the social security tax is “a burden on the cost of goods.” 

Generally speaking, it is a tax that everyone pays, is it not? 

Mr. MarsHatu. That is right. 

Senator Lone. Because it is passed along even by the manufacturer 
and the worker to those who consume those products. 

Mr. Marswatu. Precisely. 

Senator Lona. In the main everyone pays the tax? 

Mr. MarsHatu. That is correct. 

Senator Lone. You did somewhat take us to task in a very polite 
wav for passing social-security bills in an election year. [Laughter.] 

I hope that you realize that over here on the Senate side we are 
somewhat the captive of the House of Representatives, because a 
revenue bill, and this is a revenue bill, must originate in the House. 

Now the junior Senator from Louisiana walked out on the floor a 
while back and caught a revenue bill from the House that did not 
relate to social security. It related to unemployment compensation. 
He did his best to put an amendment on it increasing public assist- 
ance benefits. That proposal was defeated on the argument that we 
ought to wait until the House sent us a bill relating to this subject 
matter. 

You must realize that you must make that plea to the House Ways 
and Means Committee to send that type of bill to us the first, instead 
of the second, year of a session of Congress. 

Mr. MarsHatt. I must apologize and I recognize all the political 
implications on this thing. I think there are many things that can 
be done wisely and well in elections years but it seems to me this is 
such a long-range vital program that I would earnestly plead that 
we just do this on the basis of mature deliberation by the experts, and 
many of you gentlemen I would class as such. 

Senator Lone. But when you refer to this committee—— 
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Senator Kerr. Would the Senator yield ? 

I am glad he brought this up. I am profoundly impressed by the 
witness’ expressing the principle that if Congress was going to be polit- 
ical it should never have been in an election year. [ Laughter. ] 

Senator Lone. This point I did want to make though. 

Senator Martin. Would you yield now? 

Senator Lone. Might I make just this one statement and then I am 
through, sir. 

Just one point I want to make: We have had an 8-percent increase 
in the cost of living since the last social-security bill. It seems to me 
this program should keep up with the increase in the cost of living 
because these retirement payments are not enough for a person to live 
on with any slack in his income. 

I believe you appreciate that fact. 

Mr. Marsuatu. I appreciate that is the reason it has been given for 
this. I think that is a good reason but I do not think a careful analy- 
sis of all the factors involved would make that an adequate reason for 
this particular increase. 

Senator Marrin. Mr. Chairman, might I make just a comment 
there ? 

I was very much impressed with the discussion between the distin- 

ished Senators from Oklahoma and Louisiana about election years. 
Maybe an election year is not a good time to consider increase in 
social security, but I am wondering whether it would not be wiser 
from an American standpoint to discuss all of these things in an 
election year and then come back, after the result of the election 
and then consider matters of this kind. 

I have great faith in the American people when they have the truth. 
A distinguished member of this committee, who was in a very difficult 
primary, Senator Gore, made what I thought was a very significant 
statement when he was asked by a reporter how he conducted his cam- 
paign and he answered by saying—“I tried to give the people the 
truth,” they know how much this social security is costing, the pos- 
sible danger of increase in costs of production which must be taken up 
by the consumer, the possibility of inflation, all of those things, when 
they are discussed, openly discussed by men who have different views 
on both sides, then I feel the American people will give a pretty good 
answer. 

I have great confidence in them. 

But the unfortunate part is we do not discuss the issues enough. 

Now, Senator Gore made the statement that he could play the violin 
and do things like that, but he did not do that. 

He went out and told the people the situation as he understood it, 
and he won out, and that is just what I think we need to do in our 
country. 

Now ‘this thing of keeping away from politics, it just does not sound 
good to me in this great country of ours because ours is a political coun- 
try, and I am so fortunate that it is about the only place in the world 
where you can discuss issues and I think they ought to be discussed. 

I am sorry to take the time, Mr. Chairman. 

Mr. Marsnaty. Could I just agree wholeheartedly with Senator 
Martin on this thing and just add one thought: I think one of our 
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problems in getting these issues before the voter is that programs like 
this tend to get very complicated and I think unnecessarily so. 

I think efforts should be made at every point to simplify provisions 
of a bill like this, along the lines that the Senator over here, from 
Louisiana, suggested so that when we do present the issues to the 
people they can understand them and I, like you, have great con- 
fidence in their ultimate good judgment then. 

Senator Martin. Apologizing for taking additional time, I wish 
these things were discussed in the public schools. 

When I went to public school out in the country in a one-room 
schoolhouse, we had teachers who knew the political issues confronting 
them and we in classes knew them and I think it was awfully helpful 

I apologize, Mr. Chairman, for taking so much time. 

The Cuarrman. Senator Malone? 

Senator Martone. Mr. Chairman, this testimony has been very in- 
teresting to me. Of course we got tangled up in an election year 
now. 

Do you have any idea that the public forgets how you voted on a bill, 
whether it was an off year or an election year? 

Mr. Marsnay. I don’t know. I am not too familiar with the 
political aspects of these things. 

Senator Martone. I could tell that from your statement but I just 
wanted to ask you. [Laughter. | 

Mr. Marsiatu. I would suggest, sir, that a $2 or $3 increase in the 
benefits that a fellow received—did you read the article in the Wall 
Street Journal on Friday on this social-security bill; that was a very 
interesting series of interviews with possible recipients, the extra 
benefits. 

Senator Martone. You agree with the Wall Street Journal on pretty 
nearly everything, I expect, don’t you? 

Mr. Marsnary. No; unfortunately, I do not. 

Senator Martone. Could I ask what your business is / 

Mr. Marsnaui. I work for General Dynamics, Senator. 

Senator Martone. That is a good outfit. 

What do you do for the chamber of commerce ? 

Mr. Marswatyi. I am a member of their board and I have been 
chairman of the economics security committee for quite a number of 
years. 

Senator Matonr. Are you familiar with the positions generally that 
the chamber takes on economic matters, on economic questions, before 
this committee ? 

Mr. Marsnauu. Generally familiar, but more particularly familiar 
with their positions with respect to social security because that is the 
field I have been working on. 

Senator Martone. What is the cost of social security annually ? 

Mr. Marsuatu. The cost of social security annually ¢ 

Senator Matonr. The total thing. 

Leave out the Government working people, just the social security 
as it applies. 

Mr. Marsnatu. It is running about $8 billion annually now. 

I do know that is a little bit more than the interest on the $22 billion 
trust fund, plus the taxes on the employer, employee, and self-em- 
ployed at the moment. 
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Senator Martone. Are you familiar with the amount of money we 
send to foreign countries each year ¢ 

Mr. Marsuatu. No; Iam not. 

Senator Martone. Is Dr. Schlotterbeck ? 

Mr. MarsHatu. No. 

Senator Matonez. For your information I will tell you. Since 
World War II we have supplied foreign nations with cash up to above 
$70 billion buying friends and influencing people, and we have had 
two wars during that time and apparently, according to the Secretary 
of State, we are pretty close to another one. 

We have our troops all over the world now. 

I think we have troops in 60 different nations. 

Do you think we are doing a very good job of influencing people 
with our $6 billion or $7 billion a year? 

Mr. Marsnatu. I do not know what the chamber’s position is on 
foreign aid, and since I am here as their witness on social security 
I would prefer not to express an opinion. 

Senator Matonr. Well, I am about to tell you, the chamber is for 
it and they are for dividing American markets with all the nations of 
the world and, in other words, I have become very discouraged with 
the Chamber of Commerce of the United States in the last 20 years. 
I have only been here 12 years but I ran a business up to then, and 
what you have done to small business, you have about taxed it out of 
existence, and the importation of cheap labor has done the rest of it. 

So that you are just about finished. 

You are going to have the same kind of a system you have in 
Europe with the very rich and the very poor, pretty quick. 

But are you familiar with the Keogh bill that just come over from 
the House on social security ? 

Mr. Marsuaru. That will permit self-employed individuals to con- 
tribute tax free to a savings program. 

Senator Martone. Well, you put it the other way, whatever they put 
aside up to a certain limited amount would be deducted from their 
income tax. 

Mr. MarsHatu. I am not familiar with the details of that bill. I did 
look into that principle at one time and I found Canada has a some- 
what similar system but it spreads over the country to everybody. It 
does not single out a particular class and enables them to do that, but 
it permits everybody in Canada to do that. And I was impressed with 
it as an incentive to savings. 

Senator Matone. It is a good principle. 

Mr. MarsHatu. It is a good principle. 

Senator Matone. What about that, Dr. Schlotterbeck? You have 
been answering about half the questions. 

Mr. ScuiorrersecK. May I say the chamber has opposed the Jones- 
Keogh bill as being discriminatory. It favors a broader approach. 

Senator Matone. Maybe you would like my bill I have had in com- 
mittee for some time, which would allow anyone who has been in social 
security or not if he could squeeze out a couple of dollars, which would 
be doubtful, of course, that he could take advantage then of the income 
tax in the same manner. 

Would you favor that sort of thing? 

Mr. Marsnatu. I think the chamber’s position would be in favor of 
that bill. That is very much along the line of the Canadian bill. 
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My recollection is that it had been changed in Canada. It is up to 
$1,500 a year you can put into annuities tax free with certain safe- 
guards out of your income and it is across the board, everyone can do it, 

Senator Matonz. I have a few questions I want to ask you about 
your testimony. 

But it is my impression if we had started that principle 10 or 15 
years ago we probably would have been better off and maybe would 
not have gone quite so far in the type of social security that we are 
now under, and if we were to adopt the principle now we might gradu- 
ally get back toitin 10 or 15 years. It takes time. 

I do not know that but I have this bill here and I think we are 
going to hold hearings on the Keogh bill and I hope with mine at 
the same time. 

What kind of an arrangement does your chamber of commerce 
have, they have full-time employees, figuring out this testimony of 
yours; do they not? 

Mr. Marswatu. Yes. 

Mr. Schlotterbeck and his staff get up these examples. 

Senator Matonre. And Dr. Schlotterbeck is a full employee? 

Mr. Marsuaty. Yes. 

Senator Matone. Is that true? 

Mr. Scuiorrerseck. Yes. 

Senator Martone. Do you have social security or retirement, the 
United States Chamber ? 

Mr. Scuiorrerseck. The United States Chamber is under social 
security and has a private retirement plan. 

Senator Matonr. What is that, how does it work ? 

Mr. Scutorrerseck. It is a contributory—— 

Senator Matone. How does it work ? 

Mr. Scuiorrerseck. An equal percentage is contributed by the em- 
ployee and the employer. 

Senator Martone. And this is a special fund—the chamber of 
commerce fund? 

Mr. Scutorrerseck. It is like the staff programs many companies 
have. 

Senator Matone. What does it amount to? 

Mr. Scuuorrerseck. Well, it is a certain percentage times the full 
number of years of service with the organization. 

Senator Martone. What would you get, if you retired now? 

Mr. Scuuorrerseck. Well, I would like to supply that; I do not 
know. 

Senator Martone. About what ? 

Mr. Scutorrerseck. I could not answer that. 

Senator Martone. You are the first man who did not know some- 
thing about his own retirement. 

Mr. Scutorrerseck. I am more interested in what I can put aside 
myself, Senator. 

Senator Matonr. Well, a good many people in this country are un- 
able to put by anything. They are unable to eat now. 

How many unemployed are in the country now, Doctor ? 

Mr. Scutotrersecr. It is about 5 million. 

Senator Martone. You are sure it is not nearer 6 million ? 

Mr. Scuuorrerseck. I think the last figures, there may be some 
more recent ones, show a little over 5 million. 
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Senator Matone. That is quite a few anyway; is it not? 

Mr. Scutorrerseck. That is out of about a 70 million labor force, 
yes. 

Senator Martone. You have supported this 1934 trade extension of 
it this year, the United States Chamber of Commerce supported it; 
didn’t they ¢ 

Mr. Marsuatu. The Trade Agreements Act. 

Senator Matonr. The so-called reciprocal trade. 

Mr. ScoLorrerseck. I could not answer it. 

Senator Matone. You do not know either? 

Mr. Marswatu. I do not know either. 

Senator Matonr. Youare a member of the board ? 

Mr. Marsnauti. Yes. I know we discussed the reciprocal trade 
agreements as members of the board. 

Senator Martone. I have always been sure that the members them- 
selves had very little knowledge of what was going on with the Wash- 
ington office. 

Mr. Marsnauu. No; I would like to point out, Senator, contrary to 
that, the policies of the chamber on which the chamber’s positions are 
based are not adopted without a careful submission to all of the 1,300- 
member organizations and their delegates 

Senator Martone. Then you ought to know something about the posi- 
tion the chamber takes on this $5 billion or $6 billion a year, now don’t 
get funny about this, I want you to look over here and answer those 
questions. 

Mr. Marsa. I will be delighted to look that up. 

Senator Matone. I am going to ask you one and did you know that 
the chamber favors $5 billion or $6 billion to European or Asiatic na- 
tion each year and " in favor of free trade? 

Mr. Marsa. I did know the chamber had debated in its board 
very extensively this issue with respect to foreign aid. 

Senator Martone. Pass it, Mr. Chairman, and we will go on with the 
next one. 

I see you do not know very much about it. 

You said something a while ago about no one should draw any 
compensation from more than one fund, that interested me; I want 
to know if you understood what you said. 

Mr. Manrswauu. For one disability ? 

Senator Martone. Yes. 

Mr. Marsnauy. That is right. 

Senator Matonr. Maybe that explains it. 

We had a question here a year ago, which we straightened out, I 
think your bureau and all of ‘the bureaus in W ashington were against 
a veteran drawing disability compensation and social security. Do 
you understand what that is? 

Mr. MarsHatu. Yes. 

Senator Matone. Do you favor it ? 

Mr. Marsuaui. The chamber has no position on that. We did not 
take any position. 

Senator Martone. I am going to explain it to you, because it faces 
this committee, and you are very prominent in testimony here on social 
security. 
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We straightened it out for service connected last year, and I ho 
we do this year for nonservice connected, because when a veteran js 
paid compensation for disability that is to bring him up even with 
someone who has no disability and that is the average, and then if 
he gets a job, which is, generally, an inferior job to what he might 
get if he were not disabled and drawing that compensation, then he 
draws in like any other social-security worker and draws his social 
security on that basis. : 

Now, on that basis, you would not oppose that, would you? 

Mr. Marsuaut. Well, the chamber did not—I do not understand the 
question, but I do not think the chamber had any position on this, 

Senator Martone. Do you? You are the one who made the state- 
ment. 

Mr. Marswatt. I do not understand exactly the issue involved. 

Senator Matonz. Well, I will give it to you again. Here is a vet- 
eran, who is getting a disability benefit, service-connected disability 
or non-service-connected 

Mr. Marsnauy. And then he goes to work on a full-time job? 

Senator Matonr. Yes. 3 

Mr. MarsHaui. You want to know whether I would oppose his 
continuing to receive that service-connected disability, the disability 
payment or not ? _ ; 

enator Martone. When he retires, he draws his compensation the 
same as he had had for a good long time, but he gets, in addition, social- 
security retirement, to which he has paid the same as any other worker. 

Mr. Marsnaru. We do not have any position on that. If you want 
my personal view 

Senator Matone. You took a position a while ago, and I wanted 
you to understand that to see if it carried over into the veterans field. 

Mr. Marswatu. I will have to check that and see what the chamber’s 
position is. 

Senator Martone. Iam asking you, personally, now. 

Mr. Marsnatt. Personally, I would say this: I, personally, think 
you would have to look at each case and see whether it was a good case 
ornot. But I know of 

Senator Matonz. You mean a compensation for disability? You do 
not have to look at it. We have a bureau to do that, Veterans’ Bureau. 

Mr. Marsnatu. It depends to a large extent whether it is service 
connected or not. 

Senator Martone. The service connected is taken care of. And you 
believe now he should get his compensation disability and his social 
security that he has paid into just like any other worker ? 

Mr. Marsa. I do not know. I cannot answer the question. 

Senator Maton. I thought you made a broad statement that, prob- 
ably, you did not know all the details. 

Mr. Marsnatu. This had to do with these non-service-connected 
public programs here of disability pensions, workmen’s compensation. 

Senator Martone. This does not have anything to do with nonservice 
or service connected. This is another question. I wanted to know your 
position on it, because you made a statement they should not draw it. 

Mr. Marsnatt. As stated in the testimony here, Senator, we made 
it clear we did not believe that, on account of the same disability, which 
in this case is nonservice connected, a man should get disability bene- 
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fits from workmen’s compensation, from a veterans program, and from 
social security at the same time, especially in such an amount that it 
might be greater, his tax-free income, might be greater than that that 
he received when he was well and working. 

Senator Maton. Well, now, you have gotten on to another subject. 
Of course, it never does, if he has any kind of a job at all. Now, the 
$10 a day or $15 a day—what I am asking you now, and it is going to 
face this committee, whether it is service connected or not, if the 
Bureau, the Veterans’ Bureau, gave them this compensation, and we 
have that Bureau set up to do that particularly for veterans, the 
United States chamber does not operate in that field, I don’t think, 
but if he has this disability it probably keeps him from getting as 
good a job if he were not disabled. 

If he gets some kind of a job, though, and then he pays in the social 
security on that particular job, even though it is not as good as he 
might get if he were not disabled, it is a separate thing; one is a dis- 
abled veteran in compensation by virtue of his service in the Armed 
Forces ; the other one is something he has paid in just the same as any 
other worker. You would be against him getting his compensation ? 

Mr. Marsuaut. I think I would, for the reason that, and this is on 
another subject—when you approach as much income for not working 
as you do—what the man gets for working, you put a very real bar- 
rier to his willingness to be rehabilitated, and I think the main effort 
in this area should be along the rehabilitation line and not necessarily 
along the lines of getting these payments. 

Senator Martone. I think we have taken care of that, too, in the 
Veterans’ Bureau. 

Mr. Marsiauu. I think they are doing a good job. 

Senator Martone. If you do, then your testimony is clear and we 
will pass that. I had a couple of more questions to ask you. You, 
apparently, however, do not believe that any social security or any 
appropriation of money for any outside operation should be passed on 
in an election year because the Senators and Congressmen would not 
be capable of separating the election from the vote. 

The Cuarrman. Will the Senator yield ? 

I have a statement here of Senator William Proxmire, which he 
asked to be inserted in the record and, without objection, it will be 
included in the record following Mr. Marshall’s prepared statement. 

(The statements referred to follows :) 


STATEMENT BY A. D. MARSHALL FOR THE CHAMBER OF COMMERCE OF THE UNITED 
STATES 


My name is A. D. Marshall and I am vice president of the General Dynamics 
Corp. Today, I appear on behalf of the Chamber of Commerce of the United 
States as a member of the board of directors and chairman of its committee on 
economic security. ' ; : 

We appreciate very much this opportunity to testify on the social security 
proposals contained in H. R. 13549. 


SOCIAL SECURITY 


The national chamber has supported the basic principles of Federal old-age 
and survivors insurance benefits, commonly known as social security. One of 
these principles holds that social security should provide a “floor of protection 
against destitution in old age. Benefits above this “floor should be provided by 
the individual, according to his needs and resources. 
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Attempts to stretch the program into a mechanism for total security, however 
will Tob the individual of the necessity—the incentive—to build additional old: 
age income protection through his own efforts. Such attempts also will reduce 
the opportunity for the individual to fashion his own security program to suit 
his own needs and tastes. t 
5 A review should be made of the adequacy of the floor of protection. However 
it should be kept in mind that, while the cost of living has increased, wage levels 
have been rising, too—in fact, almost twice as fast as living costs. And thus 
the ability of employees to build their own additional old-age income has been 
improving. In this process, the ultimate amount of their social security bene. 
fits on retirement has been increasing. 

Social security fills a humanitarian need. However, its real justification as a 
Federal compulsory program is that it serves the national interest. 

Similarly, compulsory education was established in the public interest—to 
protect the body politic from the bad judgments of illiteracy. If we had per- 
mitted a large part of the population to remain unable to read and write, they 
would have been incapable of exercising their political freedom in an informed, 
responsible manner—and our form of Government could not have survived. If 
we had permitted a large part of today’s electorate to remain illiterate, incapable 
even of understanding the basic principles of sanitation, nutrition and public 
health, our Government in this atomic age would be doomed if not already dead, 

In like manner, it can be said the basic purpose of compulsory social security 
is to protect society from the political consequences of possibly leaving large 
numbers of elderly persons with such meager means of support as to constitute 
a social problem for the Nation. If our worthy, experienced and resourceful 
growing older population were left adrift in today’s economic tides, we could 
expect them to take a kind of concerted action which could lead to political, 
social and economic instability. In fact, the program was initiated to deal with 
the future problem of people no longer able to support themselves by working 
because of old age, and thus possibly being in need. 

Benefits were to bear some relation to a past record of earnings and to be paid 
as a matter of right—that is, without the application of the “needs test” which 
exists in old-age assistance. These benefits were to be financed by taxes levied 
concurrently on those then working and on their employers. 

Since Congress was creating a new and unique social program to be especially 
suited to the peculiarities of American life and its dynamic economy, it is not 
surprising that some of the basic principles were not crystallized at the outset. 
For example, it was not until the amendments of 1950 that Congress concluded 
that this program of cash benefits paid as a matter of right should be self- 
sustaining. The costs would henceforth be wholly financed by equal taxes on 
employees and employers, taxes on self-employed, and the interest on the trust 
fund. In other words, on a long-run basis, the income and outgo should be 
kept equal. With this and other fundamental features of social security—cash 
benefits as a “floor of protection” sufficient to prevent want, the wage-relation- 
ship of benefits, the “work test” to prove substantial retirement or inability to 
continue supporting oneself by working—the national chamber is in accord. 

Social security is a useful program and has a very constructive purpose. There 
is no doubt that this program providing a “floor of protection’ monthly income 
to aged people, their dependents, and survivors of family breadwinners has been 
appreciated by all who have directly benefited, and is generally accepted by most 
workers covered by it. 

Amendments to this program have extended benefit rights to dependents and 
survivors of workers and, at age 50, to those totally and permanently disabled. 
Various provisions in recent election-year amendments have made benefits big- 
ger, and easier to get. If the purpose of social security is to provide a “floor of 
protection,” then the constant efforts to expand it piecemeal in all directions are 
suspect. Patchwork, election-year expansions are unfair to the employees and 
employers who pay the social security taxes, and to the beneficiaries alike. 

However, Federal old-age and survivors insurance benefits is an extremely 
complex program. The various provisions in this law are so interrelated that 
virtually any change affects costs and financing. This one fact makes thorough, 
searching examinations by congressional committees and by advisory councils 
of profound importance not only to the beneficiaries, but also to business and 
to all those workers who are covered by the program. 


CORRECTING THE ACTUARIAL DEFICIENCY 


H. R. 13549 involves a change in the financial support for social security—in 
part, to reduce substantially the prevailing actuarial deficiency and, in part, to 
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cover the added costs of a 7 percent benefit increase. This change calls for an in- 
crease in the social security tax rate, an increase in the taxable wage base and an 
acceleration of the scheduled tax increases in the present law. In the 1956 
amendments, Congress established a new Advisory Council on Social Security 
Financing to report by the end of this year. For this reason, we recommend 
that any changes affecting costs or financing be postponed until after this advisory 
council has submitted its report. 

A social security tax increase in 1959 would not be propitious from the stand- 
point of overall economic recovery. Business is now making strenuous efforts 
to cut its costs wherever possible in order to hold the line on prices, and thus 
stimulate business recovery. In some companies, contractual wage increases 
are now being absorbed. In others, these added costs could not be absorbed and 
prices have had to be raised. On the whole, however, business is making every 
effort to trim costs wherever possible and thus contribute to an improvement 
in production and employment. 

A statement by President Eisenhower in a May 20 address is pertinent. He 
said, “Perhaps this is a good time to ask ourselves whether some dangerous 
rigidities of thought and policy have not been setting in on us in recent years. 

“There used to be a periodical feature entitled, ‘We Nominate for Oblivion 
* * s. ’ 

*h et me suggest a few ideas that I would like to nominate for oblivion: 

“The idea that management can be lax about costs without pricing its prod- 
ucts not only out of foreign markets but out of the American market as well: 
ose » 

Increases in overall costs for every producer will be reflected in his prices and 
profits. While some producers may be able to absorb some cost increases, others— 
the marginal producers—cannot. The latter will be compelled to pass along these 
cost increases through higher prices or a layoff of workers, or both. And, of 
course, prices will have to equal costs of these marginal producers. 

Covered workers ars consumers are finding themselves pinched by higher 
costs of some of the necessities of living. They are also being taxed more heavily 
at the State and local government levels for more schools, roads and other 
public programs. 

We strongly recommend that no social security changes involving tax cost in- 
creases be made until the Advisory Council submits its report, and until it is 
clear that we are well on the road to business recovery. We believe that such a 
disueetuast would be prudent and constructive. 

30th the Ways and Means Committee and the House of Representatives are 
to be congratulated for their concern with the prevailing actuarial deficiency. 
They are obviously unwilling to allow this deficiency to persist and even to grow, 
as has occurred duri ing the past several years in its companion social benefit pro- 
gram—railroad retirement. 


THE INCREASE IN BENEFITS 


We prt that there is no basis for a benefit increase at this time when 
viewed against the past record of benefit increases and the cost of living. Since 
1939, C ongress has increased benefits for those on the rolls three times—in 1950, 
1952, and 1954. During this period, the cost of living—from 1939 through June of 
this year—has risen by 108 percent. However, since 1939, Congress has incres _ 
benefits by 134 percent. If this 7 percent increase should also be approved, i 
would mean benefit increases over the years of 148 percent. 

The last time Congress increased benefits for the cost of living alone was in 
1952. Since September of that year the cost of living has increased 7.8 percent. 
Meanwhile, in the 1954 amendments, Congress increased benefits on the average 
by 12 percent for those then on the rolls, and by 16 percent for those retiring 
after 1954. 

Next vear, if Congress should conclude that some increase is necessary to 
preserve social security benefits as a “floor of protection,” a flat percentage 
across-the-board increase will not do the job satisfactorily for many aged 
beneficiaries. At the end of 1956, there were roughly 6.6 million aged primary 
and secondary beneficiaries, of whom 2.2 million received benefits of less 
than $50. 

These relatively small social security benefits are attributable to three major 
factors. A small monthly benefit to an aged person (male or female) is due to (1) 
a low earning capacity if regularly employed and regul: irly covered by social 
security; (2) a low monthly earnings record as a result of intermittent cover- 
age by the program (this could arise either from a tenuous attac hment to the 
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labor force or, if regularly employed, moving in and out of “covered” jobs) ; 
or (3) receiving a relatively small benefit as a dependent spouse or widow. 

The vast majority of these 2.2 million receiving benefits of less than $50 re. 
tired during the 1940’s and during the first 2 years or so of this decade. This 
means that they are in their late seventies and eighties—as compared with people 
retiring in the last few years and thus are in their late sixties or early seventies, 
These people of advanced age did not have the opportunity of working during 
the past decade or so when wages have been high and rising. In consequence, un- 
der the present law they are not “eligible” for larger benefits, nor did they 
have the opportunity, because of their lower pay to put as much aside through 
their own efforts for their own old age. 

Your attention is directed to Secretary Folsom’s statement on this problem 
before the House Ways and Means Committee in which he pointed out that the 
average benefit of men going on the rolls in 1957 was $77.94, as compared with 
$65.90 for those who came on the rolls prior to the 1954 amendments. He said, 
“It is therefore clear that the average benefit for persons retiring now is much 
more in line with the current wage and price situation than for those who re- 
tired some time ago.” 

If, next year, some benefit adjustments are believed necessary to preserve 
the “floor of protection,” greater consideration should be given to those of ad- 
vanced age who retired a number of years ago and who are in the lower part 
of the benefit schedule. Such an adjustment would doubtless ease the need 
of many aged beneficiaries and reduce the likelihood of their seeking old-age 
assistance. Senator Long called attention to this problem in a speech in the 
Senate on May 26 of this year. He said at that time “* * * so long as social 
security benefits are in so many cases very low, we need a program to supple- 
ment the income of these less fortunate aged citizens, as well as those who are 
not insured.” ‘Today more than a half million aged social security beneficiaries— 
most of whom receive a small benefit—now get old-age assistance. A very large 
part of these are in this group of social security beneficiaries of advanced age. 


CHANGES IN DISABILITY PROVISIONS 


This bill, H. R. 13549, contains numerous special and technical provisions which 
merit the most careful scrutiny. For example, in the field of disability, this bill 
provides that : 

1. Benefits be paid to the dependents of disabled beneficiaries. 

2. Maximum monthly benefits to a disabled beneficiary and his family will be 
$254. 

3. The present offsets for other types of public disability benefits against the 
social security benefits will be eliminated. 

With these three changes, it will be perfectly possible for a disabled beneficiary 
who has usually earned, say, $3,700 to receive as much as $3,000 of disability 
benefits under social security. By eliminating the present offset provision such 
a beneficiary and his family could also receive full benefits under workmen’s 
compensation, Federal employees’ compensation or veterans’ non-service-con- 
nected disability benefits—all for the single condition of disability. With such 
benefits usually tax free, this disabled worker and his family could receive as 
much in tax-free income as he originally had in take-home pay when working. 

There will be situations in the future where the total amount of tax-free 
disability income would be greatly in excess of take-home pay to which those 
families had previously been accustomed. This will develop because increases in 
benefits under workmen’s compensation, Federal employees’ compensation and 
veterans’ non-service-connected disability benefits are considered separately. 
Changes are made on the basis of the facts in each program. No consideration 
would be given to the fact that many of the people involved would also be en- 
titled to receive social security disability benefits. 

Experience has shown that monthly cash benefits for disability of substantial 
size can prove to be a strong deterrent to successful rehabilitation. Mr. John 
H. Miller, vice president and actuary of the Monarch Life Insurance Co. and one 
of the outstanding exnerts in this field testified before this committee in 1956. 
He concluded “There is little argument today over the proposition that the men- 
tal attitude and emotions of an individual have a profound effect on his phvsical 
well-being. These apparent malingerers are, for the most part, really disabled 
according to any practical criterion of disability, but would not have been if there 
had been no disability income to rely upon.” (See hearings. Social Security 
Amendments of 1955, Senate Finance Committee, 84th Cong., 2d sess., pt. 2, pp. 
650-651.) 
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We believe there is no social justification or equity in paying disability benefits 
to 1 person from 2 or more public programs where the payments are based 
on the 1 condition of disability. Moreover we see no merit in paying public 
disability benefits—tax free benefits—that may be equal to or even greater than 
an individual’s usual take home pay when last working. Since tremendous ad- 
vances in rehabilitation have been achieved in recent years, such extremely lib- 
eral benefit treatment is not the humanitarian approach to the problem of indi- 
viduals who are disabled. 

Establishment of benefits to dependents of disabled beneficiaries will provide 
a strong argument for lowering or eliminating the present age requirement of 50. 
It will be contended that most of those permanently and totally disabled with 
family dependents are less than 50 years of age. Therefore, unless the age limit 
of 50 is lowered, or removed entirely, establishment of dependents benefits will 
be of little help to those who most need it. Dropping the age limit, together with 
dependents benefits, the new family maximum of $254 monthly, and the elimina- 
tion of the present disability offset is likely to snuff out the incentives of disabled 
breadwinners to be rehabilitated. Overall costs involved will inevitably be 
greatly magnified. 


THE PROGRESSIVE, OR “VARIABLE” GRANT-IN-AID IN PUBLIC ASSISTANCE 


Another example of the need for careful examination of miscellaneous provi- 
sions in this bill is the new formula for Federal grants to states for public assist- 
ance. , 

Apparently the intent of the Ways and Means Committee was to provide addi- 
tional Federal funds to enable States to pay more to those on the rolls. The com- 
mittee stated that “under your committee bill, each State would receive addi- 
tional Federal funds which would enable the States to increase the payments to 
individuals receiving aid as needed, or to give assistance to additional needy 
people. * * * The committee considered the possibility of including in the bill 
language to require the States to use the additional funds made possible under 
the bill for additional assistance, or for the money to revert to the Federal Treas- 
ury, but your committee has not been able to find such a provision that would 
operate equitably.” 

This new formula will not assure that all the additional Federal funds will be 
passed along to those on the assistance rolls. Experience since the 1956 increase 
in Federal support shows that many of the States did not pass along all the ad- 
ditional Federal money. In the case of old-age assistance, a third of the States 
did not do so and, in fact, four actually used these funds to reduce the State and 
local support. In aid to the blind and aid to the permanently and totally dis- 
abled, roughly half of the States failed to pass along all the additional Federal 
support. Again, a few of the States eased the burden on State and local tax 
resources. In aid to dependent children, nearly two-thirds of the States failed 
to pass along all the Federal money. 

We would now like to call your attention to the purpose of the variable grant 
proposal and how it actually would operate. According to the Ways and Means 
Committee report, “The formula also recognizes the limited fiscal capacity of the 
lower income States. * * * The revised formula in the bill for determining the 
Federal share of assistance will be of particular assistance to States with limited 
fiscal resources and will enable these States to make more nearly adequate assist- 
ance payments.” Of course, the inference here is that those States which rank 
relatively low in terms of per capita income—and hence presumably in fiscal 
capacity or a taxpaying capacity—will, in consequence, rank relatively low in 
terms of average assistance payment. This may be illustrated by the figures be- 
low for a few States. 


Selected States ranked by per capita income and by average OAA payments 
(based on 1956 data) 


| Rank in Rank in av- 


per capita erage OAA 
| income payment 


New York renee a 4 Keita ie a ace Ea 6 | 
Oregon ia paiakeaaaed =e 16 
Wisconsin._......--- ; OSS HS OR 18 
0 eee . : P ss acct asemaitncnicana me Re teh eoaad 25 | 
Werment. .........-- : atarceistach 6 ideienadee eee Baked 31 


29748—58 





348 SOCIAL SECURITY 


The figures above suggest a reasonably close relationship between per capita 
income and average OAA payment. For example, Wisconsin ranks 18th in per 
capita income and 12th in average OAA payment. Arizona was 25th in per 
capita income and 27th in average OAA payment. 

However, data for other States show no such correlation. The figures in the 
table below show that Delaware, for example, ranked 1st in per capita income 
but 36th in average OAA payment. Louisiana, on the other hand, ranked 37th 
in per capita income, but 21st in OAA payment. North Dakota was 40th and 5th, 


Selected States ranked by per capita income and by average OAA payments 
(based on 1956 data) 


Rank in per | Rankinaver- 


capita in- age OAA 
come payment 


Delaware..-.-- ; 
California_____- 
Washington. 
Pennsylvania-_-_- 
Colorado. - 
Minnesota-_..- 
Oklahoma.. 
Louisiana __. 
North Dakota_. 


Obviously per capita income is no measure of the fiscal capacity of any 
State to provide old-age assistance. There are other factors involved. Condi- 
tions of eligibility, the willingness or unwillingness of persons of each of the 
States to be taxed more for Government programs or for public assistance 
specifically, and possibly a consensus within the State that the prevailing OAA 
cash grants are adequate are reflected in the average payments for OAA. (For 
detailed analysis, see Social Security After Eighteen Years, a staff report to the 
chairman, Subcommittee on Social Security, Committee on Ways and Means 
(1954) pp. 16-20.) 

The variable grant formula contained in H. R. 13549 would not accomplish 
what is apparently intended. According to the Ways and Means Committee 
report, “Federal participation * * * would be 50 percent for States whose per 
capital income is equal to or above the average per capita income for the United 
States, and would range upward to 70 percent for States whose per capita in- 
come is below the national average.” Using per capita income data for 1956 
alone, we find that the majority of the States would cluster at the 50 percent 
floor and at the 70 percent ceiling. The distribution of States by percentage of 
Federal participation would be as follows: 

Number 
Federal participation : of States 
50 percent 
51 to 54 percent 
55 to 59 percent 
60 to 64 percent 
65 to 69 percent 
70 percent 


The data above show clearly that there would be no broad distribution of 
the States between the floor and the ceiling. This very curious, distorted 
distribution results from the use of squares of per capita income in the variable 
grant formula. 

Closer examination of this distribution showed that several of the States 
which rank very high in terms of average old-age assistance payments would 
receive 65 percent or more Federal participation. 

This brief analysis of the variable grant proposal applied to OAA data re- 
veals that: 

1. Per capita income data are not a reliable measure of fiscal capacity of 
States in providing State and local funds for public assistance. 

2. Other factors than fiscal capacity usually explain the level of assistance 
payments. 
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3. The specific formula provided in the bill does not result in a reasonable 
distribution of the various States between the 50 percent floor and 70 percent 
ceiling. 

4. This formula would extend Federal tax money to the various States ir- 
respective of the relative average assistance payments. 

The bill proposes to substitute this variable grant formula for a matching ar- 
rangement, which is in addition to a basic graduated formula. Under the pres- 
ent law 80 percent of the first $30 of payment for old-age assistance, aid to the 
blind or aid to the totally and permanently disabled are supplied from Federal 
funds. Twenty percent are financed from State and local resources. Of the 
next $30, the Federal Government participates on a matching basis. 

The substitution of the variable grant formula for the present matching for 
the second $30. would greatly relieve many States of their remaining relatively 
small responsibility for caring for people in need. 

The chamber believes that States and communities should be primarily re- 
sponsible for caring for those in need because they are closest to the situation 
and thus know best what is required. For these reasons we believe the variable 
grant formula is a step in the wrong direction and should not be approved. 


RECOMMENDATIONS AND CONCLUSIONS 


Sound financing of social security is of utmost importance—not only to present 
beneficiaries, but also to the millions of workers who are paying the bill today 
and who expect to receive benefits in the future. Congress obviously recognized 
this in 1956 when it provided for the present Advisory Council on Social Security 
Financing. We urge Congress to make no changes affecting costs or financing 
until this Council submits its report. 

The proposed tax cost increase next year is ill-timed, in view of the current 
efforts of business to cut its costs and to hold down prices. 

The proposed added tax costs on workers likewise would come at a most 
inopportune time. They, too, are faced with higher costs and with heavier State 
and local taxes. 

The merit of the proposed 7 percent increase in benefits is not borne out by 
the facts. 

The proposed changes in the idsability provisions have far-reaching implica- 
tions. They could result in widespread abuse, and in greatly expanded and 
unjustified costs under social security, workmen’s compensation, veterans’ bene- 
fits and Federal employees’ compensation. 

The proposed variable grant-in-aid for public assistance will not accomplish its 
objective. 

We recommend a new advisory countil be created to carefully examine various 
miscellaneous provisions in H. R. 13549, including those in the disability field 
and the variable, or progressive grant-in-aid for public assistance. 


STATEMENT OF Hon. WILLIAM PROXMIRE, UNITED STATES SENATOR 
FRoM WISCONSIN 


The amendments to the Social Security Act which have passed the House of 
Representatives are modest and conservative—far too modest and conservative in 
my opinion—but they are improvements and so I give them my full and heartfelt 
support. 

It is imperative that we keep the social security system in step with the ever- 
rising cost of living in the United States. We ought to do much more. We ought 
to make advances, we ought to pioneer, in bringing security against economic 
vicissitudes to more and more people. But at the very least we have an inescap- 
able moral obligation not to let inflation make a mockery of a system which was 
devised to help people solve their own problems with dignity and self-respect. 

That is the heart of social security, as I see it—that the beneficiary receives 
only what is his own, that the peace of mind he enjoys is a peace he has earned. 
No recipient of social security benefits need ever feel that he is in the slightest 
degree a public charge. And he will not, if the principle of actuarial soundness is 
resolutely preserved. 

But it is essential that the recipient of social security benefits be able to get 
along on them. If in addition to his well-earned benefits he must seek public 
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relief, the whole purpose of social security—to keep th i 
whole man—has been tragically defeated. - Er eee sic 

This is exactly what is happening now. Benefits under the social security laws 
have fallen far behind the cost of living. Not even by the most stringent and 
soul-wrenching economy can the recipient make ends meet. Unless he has private 
income, or can place himself as an added burden on the shoulders of his children 
he will be forced to seek assistance that he has not built up through his own 
contributions. 

INADEQUACY OF PRESENT BENEFITS 


A simple recital of the statistics would be enough to convince any American 
householder that our social security system no longer provides security. 

The average old couple in America today receives a social security check of 
$110 per month. 

The average single man on social security receives a check amounting to only 
$70 per month. 

The typical single woman receiving social security gets a check for only $54 
per month. 

The minimum necessary for a decent living will vary from city to city. The 
best estimate I have for Milwaukee, the largest city in Wisconsin, is that a couple 
can get by on no less than $186 a month. This means that a couple receiving the 
average social security check will need $76 a month more from some other 
source to make ends meet at all. 

But what of other sources of income? The sad fact is that one-half of those 
receiving social security checks have $15 or less in additional assured income. 

I am sure that no member of this committee needs these statistics to know 
how desperate is the condition of people who must rely for their livelihoods on 
social security. You meet and talk with your people, as I do. You read their 
letters, as I do. 

But this problem weighs heavily on my mind, I am sure, because I have waged 
four statewide campaigns in Wisconsin in 7 years, and am now caught up in 
another. I have shaken hands with literally hundreds of thousands of people, 
and talked to tens of thousands of them. I know, beyond a peradventure of a 
doubt, that the most important single issue to them today is the liberalization 
and improvement of our social security program. 

Perhaps it is because I see and talk to the people of Wisconsin almost every 
weekend—at county fairs and baseball games and wherever they get together— 
that I think of this legislation in such intensely human terms. 

I cannot forget that it is the old man living through a Wisconsin winter in a 
tar-paper shack—the old couple crowded in a single room with two grandchil- 
dren at their son’s home—the spinster lady keeping her pride at the cost of slow 
starvation—who are involved in these amendments. I cannot forget—we must 
not forget—that it is people, not statistics, that we are legislating for. 


CHANGE IN PUBLIC ASSISTANCE FORMULA 


The one change in principle involved in the amendments sent over by the 
House of Representatives is the change in the public-assistance formula which 
takes need into account in determining the contribution of the Federal Govern- 
ment to the individual States. 

This is a change in principle, but not a new principle. Actually it is by now 
an old principle—old, proven, and well accepted. 

This formula was first devised by Arthur Altmeyer, a citizen of Wisconsin, 
when he served as Chairman of the Social Security Board. He recommended 
its use during the 1940’s, and it was first employed in the school-lunch program 
enacted in 1946. It was made a part of the Hill-Burton Hospital Construction 
Act in 1946. It was adopted in the passage of the Vocational Rehabilitation 
Act of 1954. 

The formula recognizes that we are one people and one nation, and that 
what affects one affects all. It is an objective formula which has been proved 
by experience. I hope that the committee will find no trouble going along 
with it and voting the amendments out in substantially their present form. 
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THERE MUST BE NO DELAY 


When the first social security legislation was enacted a steak sandwich could 
be bought for a quarter, a shirt for a dollar, and private insurance companies 
were extolling the joys of retiring on a hundred dollars a month. Today, after 
two wars,, with almost continuous inflation, those figures would have to be 
quadrupled. 

Social security benefits have changed since that day, too, but not nearly so 
much. We have not kept faith with the people who have looked to social 
security to preserve their dignity as individual human beings, as well as their 
mere physical existence. This is a burden of conscience which I, for one, do 
not want to carry through the long months before the Congress meets again. 


(Off the record. ) 
The Cuarrman. I suggest we adjourn until 10 o’clock in the morn- 


& ' 
(Whereupon, at 12 noon, the committee adjourned, to reconvene at 
10: 20a. m., Tuesday, August 12, 1958.) 
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TUESDAY, AUGUST 12, 1958 


Untrep States SENATE, 
CoMMITTEE ON FINANCE, 
Washington, D. C. 

The committee met, pursuant to recess, at 10:20 a. m., in roop *12, 
Senate Office Building, Senator Harry Flood Byrd, presiding. 

Present Senators Byrd (chairman), Kerr, Frear, Long, Anderson, 
Douglas, Martin, Williams, Bennett, and Carlson. 

Also present: Elizabeth B. Springer, chief clerk. 

The CuarrMan. The committee will come to order. 

Mr. A. D. Marshall is here. Senator Malone had further questions 
for him. Senator Malone is not here. So for the present we shall 
call Mr. Raymond W. Houston. 

Please proceed. 


STATEMENT OF RAYMOND W. HOUSTON, CHAIRMAN, COUNCIL OF 
STATE PUBLIC WELFARE ADMINISTRATORS, AMERICAN PUBLIC 
WELFARE ASSOCIATION, ACCOMPANIED BY PETER CAHILL, 
EXECUTIVE SECRETARY OF THE ILLINOIS PUBLIC AID COMMIS- 
SION; AND WILBUR COHEN, CONSULTANT, AMERICAN PUBLIC 
WELFARE ASSOCIATION 


Mr. Houston. Mr. Chairman, and members of the committee, my 
name is Raymond W. Houston. Iam commissioner of the New York 
State Department of Social Welfare and I am here today in my capac- 
ity as chairman of the Council of State Public Welfare Administra- 
tors of the American Public Welfare Association to present the views 
of the council and of the association as a whole, on H. R. 13549. 

I am accompanied by Mr. Peter Cahill, who is executive secretary 
of the Illinois Public Aid Commission, and Prof. Wilbur Cohen, who 
is consultant to the association. 


Our association is a voluntary organization composed of adminis- 
trators of, workers in, and friends of public welfare throughout the 
Nation. 

This bill is in line with the legislative objectives of the association, 
which I shall file with my statement. 

(The material referred to follows:) 


FEDERAL LEGISLATIVE OBJECTIVES—1958 


American Public Welfare Association—Prepared by Committee on Welfare 
Policy, approved by the Board of Directors, December 3, 1957 

The American Public Welfare Association believes that the States and their 

political subdivisions have the primary responsibility for developing and admin- 

istering public welfare functions in the United States. The Federal Govern- 
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ment has the obligation to develop nationwide goals and to use its constitutional 
taxing power to equalize the financing of public welfare so that public welfare 
services may be available on a reasonably equitable basis throughout the coun- 
try. The association’s legislative objectives are based on these premises and on 
recognition of the importance of encouraging self-responsibility and assuring 
humanitarian concern for individuals and families. 

To accomplish these purposes the association believes that— 

Contributory social insurance is an effective governmental method of pro- 
tecting individuals and their families against loss of income due to unem- 
ployment, sickness, disability, death of the family breadwinner, and retire- 
ment in old age; 

Public welfare programs should provide services to all who require them 
including financial assistance, preventive, protective, and rehabilitative serv- 
ices, and should be available to all persons without regard to residence, set- 
tlement, or citizenship requirements ; 

The benefits of modern medical science should be available to all; and to 
the extent that individuals cannot secure them for themselves governmental 
or other social measures should assure their availability ; 

Democracy has a special obligation to assure to all the Nation’s children 
full opportunity for healthy growth and development. 

These general principles are amplified in other policy statements approved by 
the board of directors of the association. The welfare policy committee of the 
association has reviewed all of these statements in the light of current needs 
and has developed specific legislative objectives for 1958. While the following 
list does not include all of the association’s policy positions, it presents in con- 
densed form those legislative objectives which are most likely to be of current 
significance. 

PUBLIC WELFARE PROGRAMS 
Scope of program 

1. The comprehensive nature of public welfare responsibility should be recog- 
nized through Federal grants-in-aid which will enable the States to provide 
financial assistance and other services not only for the aged, the blind, the 
disabled, and dependent children, but also general assistance for all other needy 
persons. 

2. Federal financial aid should be available to assist States in carrying out 
their responsibilities for preventive, protective, and rehabilitative services to all 
who require them. 

3. The Federal Government should participate financially only in those as- 
sistance and other welfare programs which are available to all persons within 
the State who are otherwise eligible without regard to residence, settlement, or 
citizenship requirements. 

4. The aid to dependent children program should be strengthened by providing 
Federal aid to the States for any needy child living with any relative. 

5. Specific provisions should be made for Federal financial participation in the 
maintenance of children who require foster care. 

6. Restrictions limiting use of Federal child welfare services funds to rural 
areas and areas of special need should be removed. 

7. Federal financial assistance should be made available to the States in pro- 
grams for the prevention and treatment of juvenile delinquency, including re- 
search and the training of personnel. 

8. Additional Federal funds should be provided to the States to help meet the 
needs of mentally retarded and other handicapped children. 

9. The category of aid to the permanently and totally disabled should be 
modified through eliminating the Federal restriction requiring a disability to 
be permanent and total and through eliminating the age requirement. 

10. The Federal Government should participate financially in the development 
of specialized services for the aged, irrespective of financial need. 


Methods of financing programs 


11. The continuation of the Federal open-end appropriation is essential to a 
sound State-Federal fiscal partnership in all aspects of public assistance. Since 
it is not possible to predict accurately the incidence and areas of need, flexibility 
is necessary in financing public assistance programs. 

12. Federal participation should be on an equalization grant basis provided 
by law and applicable to financial assistance (including medical care), welfare 
services (including child welfare), and administration. 
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13. No change should be made at this time in the Federal matching formulas 
which would result in a reduction in the Federal share of assistance, services, 
or administration. 

14. Federal maximums on individual assistance payments should be removed. 
So long as Federal legislation sets maximums on Federal participation in public 
assistance payments, such Federal financial participation should be related to 
a, average payment per recipient rather than to payments to individual re- 
cipients. 

15. Federal maximums on medical-care payments in public assistance should 
be removed. Until such maximums are removed, provision should be be made 
both for matching of average vendor payments for medical care within any 
assistance ceilings and for maintaining the separate matching basis for medi- 
cal care. 

16. Federal aid for public assistance should be on the same basis for Puerto 
Rico and the Virgin Islands as for other jurisdictions. In particular, the annual 
dollar limitations on Federal participation should be removed. 

17. The funds authorized and appropriated for child welfare services in the 
Social Security Act should be increased to an amount sufficient to stimulate and 
support the development of adequate State programs. 

18. Provision should be made in the law for redistribution of Federal funds 
appropriated for child welfare services so that allotments not used by a State in 
any year could be redistributed to other States or could be made available to 
that State the following year. 

19. The Federal Government in cooperation with the States should study the 
restriction on Federal financial participation in assistance payments to adults 
living in public nonmedical institutions. 

20. The Federal Government should participate financially in the costs of any 
State and local civil defense welfare services. 

21. Federal legislation should provide funds for repatriation from abroad of 
American nationals in need of assistance. 


Administration 


22. Adequate and qualified personnel are essential in the administration of 
public welfare programs. Federal financial participation in administrative 
costs of State welfare programs should be sufficient to enable States to provide 
for the adequate administration of all welfare programs. 

23. Adequate Federal funds should be authorized on a permanent basis to 
assist States in training staff for State and local public welfare programs and 
moneys should be appropriated for this purpose. 

24. Public welfare programs in which the Federal Government participates 
financially should be administered by a single agency at the local, State, and 
Federal level. 

25. Federal, State, and local public welfare agencies should participate in and 
assist in the administrative coordination of all related programs in which there 
is Federal financial participation. 

26. The administration of the Children’s Bureau should be maintained within 
the Social Security Administration. 


SOCIAL INSURANCE PROGRAMS 
OA SDI 


27. The contributory old-age, survivors, and disability insurance program, as 
a preferable means of meeting the income-maintenance needs of people and 
as a means of keeping the need for public assistance to a minimum, should be 
strengthened by making benefit payments more adequate; by increasing the 
amount of earnings creditable toward benefits to keep that amount in line with 
current conditions; by providing benefits for disabled insured persons of any 
age and for their dependents; by extending coverage to earners still excluded. 
To the extent that these changes increase the cost of the program, contributions 
should be increased to insure the financial stability of the program. 

28. Hospitalization costs of old-age, survivors, and disability insurance bene- 
ficiaries should be financed through the insurance program. 

29, The funds of the insurance program should be available to help restore 
disabled people to gainful employment where it reasonably appears such expendi- 
tures would result in a net saving to the fund. 

30. The membership of the Advisory Council on Social Security Financing, 
established by the 1956 amendments, should include representation from public 
welfare and its functions should be broadened to include responsibility for 
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recommending improvements in all aspects of old-age, survivors, and disability 
insurance, with particular emphasis on methods of keeping the program in line 
with current economic conditions and with changes in levels of living. 

31. Adequate and qualified personnel are essential in the administration of 
the old-age, survivors, and disability insurance program. Federal funds should 
be made available for the training of staff in institutions of higher learning. 


Unemployment insurance 
32. The unemployment insurance program should be strengthened with re- 


spect to extension of coverage; adequacy of benefit payments and duration; 
and less restrictive eligibility and disqualifications provisions. 


Other social insurance 


33. Study should be given to ways of improving and extending temporary dis- 
ability insurance benefits and workmen’s compensation programs. 


RESEARCH AND DEMONSTRATION PROJECTS 


34. Federal funds should be authorized and appropriated for research and 
demonstration projects in all aspects of social security and public welfare. 


RELATED PROGRAMS 


35. The Federal Government should provide leadership, funds, and research 
for the promotion of health and the prevention of sickness and disability con- 
tributing to dependency. In particular, the amounts authorized and appro- 
priated for maternal and child health and crippled children’s services in the 
Social Security Act should be increased. 


36. Federal financial participation in the vocational rehabilitation program 
should be available to serve all vocationally handicapped persons who present 
reasonable possibilities of attaining a vocational objective. 

37. The Federal Fair Labor Standards Act should be amended to extend cov- 
erage and to increase the minimum wage in line with current conditions. 

(American Public Welfare Association, 1313 East 60th Street, Chicago, Ill.) 


Mr. Houston. These objectives have been carefully thought out and 
long held by our association. 

We find H. R. 13549 to be timely, progressive, statesmanlike, and 
necessary in all its many provisions. 

We are pleased that the bill provides for cost-of-living increases in 
payments to the recipients of insurance. We note with satisfaction 
the many clarifying amendments with respect to the insurances which 
will, in some instances, extend coverage to people not presently 
covered. 

Each extension of the insurances in terms of increased payments 
or increased coverage eventually results in lessening the number of 
those who need to turn to us for public assistance. 

We are firmly convinced that the insurance way of meeting people’s 
economic needs is preferable to the public assistance way. 

However, we still have, and in the foreseeable future will con- 
tinue to have, a considerable load of persons who for one reason or 
another do not qualify for insurance payments at all or in sufficient 
amount to meet their needs. These people are the charges of our 
public welfare forces. 

While I do not wish to overemphasize the importance of the several 
provisions of this bill for increased Federal aid to the States in the 
public assistance programs as against the other important amend- 
ments, I would like to make these points: 

1. The cost of living has increased for those on assistance as well 
as for those on insurance payments. Unless more dollars are given 
these people their buying ability, which I can assure you is presently 
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uite minimal, will be reduced still further. The funds must come 
rom somewhere and we believe this bill provides for a continuation 
of Federal partnership with the States and localities in helping to 
meet the advancing cost of living. 

2. There is scarcely a State or local appropriating body in the 
country which is not faced with deficit financing in an attmept to 
meet the needs of those out of work in the current recession who 
either are not covered by unemployment compensation or whose 

ayments are exhausted. 

Since there is no specific provision in this or any other bill we know 
of to meet the needs of the unemployed, we urge the formulas ad- 
vances in this bill in the areas in which the Federal Government is 
already in partnership with us as an offset to the unemployment 

roblem we Nes alone. 

Now, I wish to comment on four provisions of this bill in the area 
of administrative improvements which, in the long run, may prove 
to be more significant than the advances in financial participation. 
These are: 

1. The computation of grants for Federal reimbursement on the 
average rather than on the individual case basis: This device will re- 
sult in an enormous reduction of computation and paper work, partic- 
ularly in the high-grant States, which is now necessary to establish 
our claims for Federal funds. 

Not only will the initial work of computing rolls at the local level, 
and of scanning them at the State level, be reduced but collateral rec- 
ords and processes (such as handling recoveries, refunds, and various 
adjustments) can also be simplified. 

2. The variable grant principle: As you know, the bill provides for 
grants to the States on a variable formula ranging from 50 to 70 
percent, based on each State’s per capita income. 

Coming as I do from a high-income State which would be, therefore, 
eligible for the lowest percentage of Federal reimbursement, the first 
and superficial reaction is to resist this device. 

However, from the national point of view which is, of course, that 
of the committee, we endorse this principle as an association. 

It is to the interest of all of us that needy persons, wherever found 
in the Nation, be cared for adequately and equitably. This variable 
grant device is the best anyone has yet come up with to help us ap- 
proach this desirable goal. 

8. Change in the method of payment for medical care: The 1956 
amendments to the Social Security Act with respect to medical care 
is of great significance in encouraging the States to give medical aid. 

They have resulted, however, in administrative difficulties in their 
methods of paying for medical care in some of the States. 

This bill allows the States to return to their earlier methods of pay- 
ment, either by direct payments to vendors or by adding medical costs 
to regular allowances to recipients in accordance with State and local 
desires and practices. 

The elimination of the separate formula for medical care will also 
result in greater flexibility to the States in providing and accounting 
for the medical services we are expected to provide. 

4. Removal of the rurality provisions in child welfare services 
funds: There was reason for concentrating on the care of rural chil- 
dren when the granting of such funds began. 
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However, we have now progressed to the point where it is safe to 
say that we have some child welfare services, private or public, reach. 
ing every rural area in our Nation. In fact, in my State, and I dare- 
say in many others, our rural counties are more effectively organized 
than are our urban centers. 

The greatest need for child welfare services now exists in many of 
our large urban centers by reason of sheer bulk of numbers and the 
gaps in services between a multiplicity of agencies with a diversity of 
interests. We, therefore, believe the use of these funds should be 
left to the judgment of the States, subject, of course, to approval by 
the Children’s Bureau. 

We are also greatly pleased to note the increased authorization for 
child welfare services contained in this bill. In relation to the num- 
bers of children cared for and their importance for the future of our 
country, Federal partnership in this area has always been less than 
adequate. ; 

All in all, we think this is an excellent bill and commend it to your 
thoughtful consideration. It constitutes an enabling act to the insur- 
ance people of the Federal department and the public welfare people 
= mre more nearly adequate service more efliciently to the needy of our 

ation. 


If I may, Mr. Chairman, I would like to read a letter from Gov- 
ernor Harriman addressed to you as chairman. 


Deak SENATOR Byrd: I am writing to urge your thoughtful consideration and 
support for H. R. 13549 which will provide a much needed increase in social 
security payments. 

The measure recently passed the House of Representatives by the overwhelm- 
ing vote of 375 to 2 and is now before your committee. 

AS you especially well know, the cost of living has continued to rise through- 
out the period of the present recession. This has greatly increased the hard- 
ships of the many thousands of persons who have been out of work as a result 
of the recession and the failure of the national administration to take any con- 
certed efforts to overcome it. 

Here in New York State, in June of this year, our State and local welfare 
forces cared for 40,000 more people on our home relief or general assistance 
rolls than we did a year ago. We receive no Federal aid of any kind for this 
program which is concerned primarily with the victims of the recession-caused 
unemployment. 

At the same time our general relief costs are rising owing to the unemploy- 
ment situation, the costs of the State share of assistance to the aged, the dis- 
abled, the blind, and dependent children has been increasing because of the ris- 
ing cost of living. 

While the Federal contribution has remained fixed, the State contribution has 
had to be increased in order to offset price increases. 

For these reasons the proposed increase in Federal contributions to our pub- 
lic assistance programs are most necessary, quite apart from the central effect 
of the measure which will be to increase by 7 percent the basic social security 
payments to old persons and survivors. 

In addition the measure contains long needed administrative improvements 
which will result in some simplification of what has become one of our most 
complicated Federal-State programs. 

Sincerely, 
AVERELL HARRIMAN, Governor. 


The Cuarrman. Thank you, very much, Mr. Houston. Any ques- 
tions? 

Senator Kerr. Yes, I have some. Mr. Houston, I want to thank 
you for your appearance here. 

Mr. Houston. You are welcome. 













Senat« 
and had 
another 
I came ¢ 
Your: 
The cos 
on insura’ 
Have 
the com 
age and 
rovide: 
ifferen 
Mr. I 
you hav 
Mr. ¢ 
in a sen 
1950, ar 
the assi 
again ir 
So th 
when tl] 
ance be 
is not | 
ent tim 
Sena 
the nec 
on the 
surance 
Mr. | 
costs ir 
they hs 
For 
in Jun 
Sena 
Mr. | 
Sené 
necessi 
and su 
entitle 
Mr. 
Sen: 
those 1 
make ; 
and tl 
rect ? 
Mr. 
Sen: 
makin 
Mr. 
Sen 
able t 
Mr. 
Sen 
ploye 























































SOCIAL SECURITY 359 


Senator Kerr. And say to you that I had to be in another committee 
and had been asked to be advised when you got here and I was told 
another was going to start it and then hearing you were being heard, 
I came down. 

Your second paragraph on page 2 starts off with this sentence: 

The cost of living has increased for those on assistance as well as for those 
on insurance payments. 

Have you analyzed this bill to where you would be able to advise 
the committee whether or not the increased benefits for those on old- 
age and survivors insurance is comparable in amount to the increases 

rovided in this bill for those on assistance or is here any material 
Sifference and if so, how much? 

Mr. Houston. I can’t say that I have analyzed it. Mr. Cohen, do 
you have any figures on that, that would be helpful ? 

Mr. Couen. Well, Senator, I don’t know how to answer that just 
in a sentence because the Congress increased the insurance benefits in 
1950, and 1952, and 1954, but not in 1956, whereas they have increased 
the assistance in 1948, but not in 1950, in 1952, but not in 1954, and 
again in 1956. 

So there have been sometimes when one was increased and sometimes 
when the other—but the fact of the matter is that the average assist- 
ance benefit in the United States, old age assistance we speak of now, 
is not higher than the average old age insurance benefit at the pres- 
ent time. 

Senator Kerr. So that from the standpoint then, Mr. Houston, of 
the necessity of the two, at least as good a case can be made for those 
on the assistance rolls as for those on the old age and survivors in- 
surance. 

Mr. Houston. Definitely. I can give you some figures on our case 
costs in New York State. I don’t have the national figures as to how 
they have increased in old age assistance. 

or instance, in January 1956, our average grant was $82.07, and 
in June of 1958, it was $96.66. 

Senator Kerr. And that was based on necessities ? 

Mr. Houston. That is right. 

Senator Kerr. In view, then, of the fact that in your opinion the 
necessity is as great for those on assistance as for those on the old age 
and survivors insurance rolls, certainly the two groups insofar as being 
entitled to the consideration of the Congress, have a similar worthiness. 

Mr. Houston. Very definitely. 

Senator Kerr. Under this bill, additional benefits are provided to 
those now drawing old age and survivors insurance none of whom will 
make a contribution to the money that will be collected and provided 
and thus made available to them in increased payments. Is that cor- 
rect ? 

Mr. Hovusron. Apparently. 

Senator Kerr. In other words, those that are already retired are 
making no contribution to the fund. 

Mr. Houston. That is right. 

Senator Kerr. The additional money available or to be made avail- 
able to them will be procured from taxation on others than them. 

Mr. Houston. Yes. 

Senator Kerr. In the form of an additional tax on workers and em- 
ployers. 
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Mr. Houston. Yes. 

Senator Kerr. Now, therefore, actually—let me get one more ques- 
tion in. Money for those on the assistance rolls will be procured from 
tax revenue collected from all the people? 

Mr. Houston. That is right. 

Senator Kerr. And the benefits will be made available to all of the 
people in the Nation qualifying under the eligibility rules? 

Mr. Houston. Yes. 

Senator Kerr. That is correct, is it not? 

Mr. Houston. Yes. 

Senator Kerr. So that in reality, if there is a difference between the 
two, it at least in part consists of this situation : Those—— 

Senator Lone. Might I just interrupt to suggest the witness should 
answer verbally rather than nod his head for the benefit of the record. 

Mr. Houston. Yes, sir. 

Senator Kerr. On the one hand, a limited number of people, eligible 
only by reason of the fact that they are now receiving benefits under 
this program, would be receiving additional benefits by means of a tax 
on a limited number of other people; that is correct ? 

Mr. Hovsron. That is right. 

Senator Kerr. While the assistance provisions of this bill are gen- 
eral in application, both as to the source of the revenue to be made 
available to them, and as to the beneficiaries being entirely general in 
classification and no one will be excluded in the Nation who is eligible 
under the specifications to participate in the program. 

Mr. Houston. That is right. 

Senator Kerr. Therefore, would it be reasonable to assume and to 
say that from the standpoint of justification of the two sections of the 
bill, the one with reference to the beneficiaries of the assistance funds 
are certainly as entitled to it and their receiving it is as much justified 
as is the case with reference to the other; is it not? 

Mr. Houston. That is our position; yes sir. 

Senator Kerr. How much, can you tell us how much moneywise, 
the additional benefits under this bill will amount to, to those on the 
old-age and survivors insurance and the other social-security pro- 

m? 

oe Houston. I don’t know the figures for the insurance program. 
Do you have those, Mr. Cohen? I do know that for the assistance 
programs. 

Senator Kerr. Well the assistance program is roughly $288 million. 

Mr. Houston. $288 million. 

Senator Kerr. Per year? 

Mr. Houston. Yes. 

Senator Kerr. Have you someone here who can tell us what the 
benefits in the other part of the bill are? 

Mr. Conen. The 7-percent increase in old-age and survivors in- 
surance would roughly be in the neighborhood of $700 million per year. 

So that the two together are roughly a billion dollars. 

Senator Kerr. But the amount of money going to the insured group, 
then, is about 214 times as much as the amount of money going to the 
assistance groups. 

Mr. Houston. Yes. 

Senator Kerr. Is it possible under any considerations that you 
can think of, to sustain a position that the less than $300 million go- 





ing to | 
going t 
Mr. ] 
eople 
Fat. 
Sena 
million 
million 
Mr. ] 
Sena 
Mr. . 
Sens 
The 
Sen: 
The 
The 
Sen: 
ness O1 
The 
Sen 
match 
our ° 
cama 
Mr. 
own § 
age ¢ 
maxi 
State 
what 
Sei 
is th: 
that : 
M1 
Se 
for | 
amo. 
there 
for 
max 
justi 
smal 
Tho 
func 
M 
of o 
gres 
S 
alm 
mor 
N 
ton 
fiel« 


out 


SOCIAL SECURITY 361 


ing to the one group would be inflationary, while the $700 million 
going to the other group would not be? 

Mr. Hovston. I can’t see that. I know the meager budgets these 
— we take care of live on; I can’t see anything inflationary in 
that. 

Senator Kerr. Well, if there is anything inflationary in the $300 
million, would it be 214 times as much with reference to the $700 
million ? 

Mr. Houston. Actually 

Senator Kerr. Can you reach any other conclusion, Mr. Houston? 

Mr. Houston. I can’t. 

Senator Kerr. I can’t, either. And I thank you very much. 

The Cuairman. Are there any further questions ? 

Senator Martin. I have none, thank you. 

The Cuatrman. Thank you, Mr. Houston. 

The next witness is Mr. John H. Miller. 

Senator Lone. Mr. Chairman, might I just ask the previous wit- 
ness one question before he leaves the stand ? 

The CHarrman. Yes. 

Senator Lone. I do know that this bill very much improves the 
matching formula for low-income States and I just wondered what 
your view is on increasing the matching maximum up to $70 as com- 
pared with the $66 that this bill would include. 

Mr. Houston. Well, answering that from the point of view of my 
own State, I can give you what we spend. It is $98 a month on old- 
age assistance—no; $96.66 a month—and when you increase the 
maximum to $70, you are certainly still not approaching what the 
State and localities pay. This is not being extravagant, in terms of 
what the people need. 

Senator Lone. The only point that occurred to me about this bill 
is that this is a very favorable bill for low-income States and States 
that average low payments. 

Mr. Houston. Yes. 

Senator Lona. In fact, it is extremely favorable for them. I know, 
for example, that for the State of California, which pays large 
amounts of taxes, the average increase would only be $1.66 because 
there would be so little additional Federal matching, the way the 
formula works out. It would cost about $40 million to increase the 
maximum up to $70, and it occurred to me that that would do more 
justice to the States that pay large amounts of revenue and get back 
small amounts in Federal matching to help care for their welfare load. 
Those States, incidentally, get the smallest percentage of Federal 
funds compared to their State funds; is that not correct? 

Mr. Houston. That is correct. In New York State, about a third 
of our money is Federal, as against some of the other States where a 
great deal more is. 

Senator Lona. Now, compared to Mississippi, in that State they get 
almost 80 percent Federal matching, and this bill would make an even 
more liberal matching on the part that goes beyond the first $30. 

Mr. Houston. However, from the national point of view, as I tried 
to make clear in my testimony, we are interested, in the public-welfare 
field, in seeing that all the people who need it get equal care through- 
out the country. 
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Senator Lone. I understand that, even if your State would not be 
a particular beneficiary, even though you pay a lot more taxes than 
you get back in terms of Federal matching, you still think, for the 
overall national good, this should be done ? 

Mr. Houston. That is right. 

Senator Lone. You would favor increasing the maximum, I would 
take it, as high as $70? 

Mr. Houston. Yes, sir. 

Senator Lone. Thanks very much. 

Senator Wimi1aMs. May I ask what steps has New York taken to 
increase their payments ? 

Mr. Houston. To increase their payments? 

Senator Wiii1AMs. Yes. 

Mr. Houston. Well, they are going up all the time, as I stated 
before. The payment for old-age assistance has increased the last 21% 
years from $82 to $96. Payment in aid to dependent children, the 
average grant has increased since January 1956 from $140 to $152. 

The Crarrman. Thank you, Mr. Houston. 

Mr. John H. Miller. Take a seat, sir. 


STATEMENT OF JOHN H. MILLER, REPRESENTING THE AMERICAN 
LIFE CONVENTION, THE HEALTH INSURANCE ASSOCIATION OF 
AMERICA, AND THE LIFE INSURANCE ASSOCIATION OF AMERICA 


Mr. Mixirr. Mr. Chairman and members of the committee, I am 
John H. Miller, vice president and senior actuary of the Monarch Life 
Insurance Co., of Springfield, Mass. 

I appreciate this opportunity to appear today and present the views 
of the American Life Convention, the Health Insurance Association 
of America, and the Life Insurance Association of America on the 
gee social-security amendments contained in H. R. 13549, the 
nll before your committee. The American Life Convention and the 
Life Insurance Association of America have a combined membership 
of 275 companies, accounting for approximately 96 percent of the 
legal-reserve life insurance in force in the United States. The 
Health Insurance Association of America has a membership of 264 
companies, writing in excess of 80 percent of the voluntary health 
insurance in force in the United States and Canada. 

While my testimony will be confined to some major proposals con- 
tained in H. R. 13549, you have before you a copy of the statement, 
Sound Policy for Social Security, recently published by the American 
Life Convention and the Life Insurance Association of America. It 
is based on comprehensive study of the Nation’s social-security struc- 
ture by insurance-company executives. 

Despite some good features, H. R. 13549 is a lengthy, complex bill 
containing a number of provisions of questionable wisdom. It is in 
no sense emergency legislation. On the contrary, its major effects 
would be felt mainly over the decades ahead. It would be far prefer- 
able for social-security amendments to receive full consideration at 
the next Congress than for hasty action to be taken now. 

It may be observed that the social-security hearings recently con- 
ducted by the House Ways and Means Committee related to over 
500 bills pending before that committee. Witnesses had no way of 
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knowing what provisions might subsequently be incorporated in the 
bill now before you, and, consequently, they could not focus their 
testimony on such provisions. There was little, if any, testimony on 
many parts of H. R. 13549 that should have careful study before 
final action is taken. 

In my time today I will comment only on the parts of the bill which 
raise OASDI benefits, which increase the limit on taxable earnings, 
and which liberalize the disability provisions of the law. 

Past liberalizations in the OASDI benefit structure were primarily 
intended to maintain the purchasing power of the benefits in the face 
of cost-of-living increases. In 1950, the liberalizations restored the 
purchasing power which benefits had lost during the war and post- 
war inflation. A further price increase over the next 2 years was 
offset by the liberalizations in the 1952 amendments. In 1954, how- 
ever, benefits were increased by some 15 percent more, although the 
intervening increase in prices was negligible. As pointed out by an 
insurance witness at the time, an imbalance between benefits and living 
costs was then created. 

The increase in living costs of some 7 percent since 1954 has, .con- 
sequently, tended to restore the historic relationship between the 
OASDI benefit level and the level of consumer prices. <A further 
benefit increase at this time is unneeded, and would create a new 
imbalance. 

Moreover, we believe it is poor policy to liberalize benefits when- 
ever there is a small increase in the price level. Benefits would hardly 
be reduced if a decline in prices should occur. Price changes, we be- 
lieve, should be observed over fairly long periods, with benefit changes 
avoicied except as needed to follow the long-term trend. 

Tl.e limit on annual earnings taken into account by OASDI, now 
$4.20, serves as a major dividing line between the responsibility of 
OASDI to furnish basic protection and the responsibility of voluntary 
mechanisms—such as private pension plans, personal savings, and in- 
surance coverages—to furnish the additional protection that groups 
and individuals may choose to build for themselves. Where this di- 
viding line comes is consequently an important matter that should be 
carefully resolved on a basis of sound principle. Yet our studies bring 
out that Congress has not in the past applied any clear cut or definite 
principle in legislating on the OASDI earnings’ limit. 

As a result of our studies, we are convinced that the guiding prin- 
ciple should be one of maintaining the limit at a point not to exceed 
the average earnings of regular, full-time workers. For higher-than- 
average earnings to be taken into account by OASDI would simply 
mean that extra, unneeded benefits would go to the minority of per- 
sons who have had such above-average earnings. These are the very 
people best able to build their own extra protection on a voluntary 
basis. 

Under the principle we urge, no increase in the $4,200 figure is war- 
ranted at this time—the earnings of regular full-time workers now 
averaging about $4,100. It has been suggested that because full-time 
male workers now earn an average of about $4,400, an increase in the 
present figure would be justified. However, the system applies to 
both male and female workers, and the earnings of both should be 
taken into account in establishing the earnings’ limit. And even if 


29743—58 -—24 








PRE MEE ae 


ace 





364 SOCIAL SECURITY 


males alone are considered, an increase to as high a figure as $4,800 is 
not justified. 

It is true that if the earnings limit were increased, the extra taxes 
collected would exceed the cost of the extra benefits paid, with the ex- 
cess available to finance other benefits of the system. In our judg- 
ment, this is not a sound justification for an increase. The group 
earning somewhat over $4,200, who would provide the extra funds, 
already pay more than their proportionate share of social security 
costs. 

When amendments adding cash disability benefits to the OASDI 
system were considered by Congress in 1956, insurance witnesses were 
opposed to them. That opposition was based largely on insurance 
company experience in underwriting total and permanent disability 
benefits. Costs of the present program, it was emphasized, will in all 
likelihood come to exceed original estimates as the program matures 
and is exposed to administrative and economic pressures. 

There have been no developments since 1956 which would alter this 
view. Consequently, we deem it unwise to liberalize disability bene- 
fits—at least until more knowledge of emerging costs is obtained. A 
cushion in the disability trust fand, which appears to exist as the 
result of 1 year’s experience, is not a sound basis on which to finance 
liberalization. 

The bill’s proposal to provide benefits for the dependents of dis- 
ability beneficiaries would seem particularly inadvisable. In many 
instances the family’s benefits would be nearly as great as the pre- 
vious earnings of the individual when fully employed. Consequently 
there would be little financial incentive for him to overcome his handi- 
cap and resume gainful activity—none, in many instances, if the offset 
provisions are eliminated as the bill proposes. Yet, adequate incentives 
are recognized as being of vital importance to successful rehabilitation 
programs. 

I would like to emphasize here that under the schedule the maximum 
family benefits over quite a range are about 80 percent of. wages, 
which is a higher ratio of insurance than insurance companies have 
found feasible to offer. We feel that this high ratio is a very disturb- 
ing feature of the proposal. 

In the final analysis, we are forced to conclude that the bill under 
consideration would liberalize the system when a need for such liberal- 
ization has not been adequately demonstrated. To the extent that dis- 
ability benefits would be expanded without sufficient experience in this 
area or an increase in the disability tax, the bill would jeopardize the 
financial stability of this portion of the system. While we commend 
the policy of providing tax increases sufficient to defray the costs of 
increased OASDI benefits, the full impact of taxation necessary to 
supnort the system has not yet been felt. 

Thus, in the long run it would seem desirable to keep taxes at a 
minimum so as not to overburden the economy. This cannot be done 
if benefits are increased at frequent intervals without regard to the 
sound principle that social security should furnish only a basic floor 
of protection. 

The CuHatrMan. Thank you, Mr. Miller. 

Are there any questions? 

Senator Anperson. Let me ask you this: You give us a booklet 
here, entitled “Sound Policy for Social Security,” and the name of the 
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committee that has worked on it. To what degree are these pro- 
nouncements by the life insurance industry reviewed by the board of 
directors of these companies for whom they presume to speak? 

Mr. Mier. They are thoroughly reviewed, sir, by the boards. 
This, as I mentioned, speaks for the American Life Convention and 
the Life Insurance Association of America. I believe it is not in con- 
flict with the views of the Health Insurance Association. It was pre- 
pared by a joint committee of the two life insurance organizations of 
which I am currently chairman, and was referred to the ALC execu- 
tive committee and the LIAA board after thorough study by this 
committee. Each reviewed and approved the statements. 

Senator Anperson. Well, now, you have got the Mutual Life of 
New York here, the first one, and Equitable life later on down; as a 
policyholder, what chances do I have to express myself through the 
company, or any other policyholder ? 

Mr. Mitter. Well, if you or any policyholder were to write to your 
company, expressing yourselves, [ am sure they would be communi- 
cated to the social security committee of the trade associations. 

Senator Anperson. The life insurance companies are always seem- 
ingly opposed to these increases in social security, and yet has life 
insurance grown very rapidly while the social security statutes have 
been on the books ? 

Mr. Mier. It is true that life insurance has had a great growth 
and to some degree that has been stimulated, most people believe, by 
social security which has provided a floor on which to build. 

However, a great deal of the growth has been merely catching up 
with the changing value of the dollar, and the growing population. 
The figures produced by the Institute of Life Insurance will show 
that the ratio of insurance to earned income, personal income, dropped 
from around 1929 or 1930 or 1932, which I guess was the high point, 
dropped until only a few years ago. It is only within the past couple 
of years that the ratio of life insurance to personal income has been 
restored to its balance—to the level of the early thirties. 

Senator Anperson. Are you an actuary ? 

Mr. Mitirr. Yes, sir. 

Senator ANpERsoN. Would you regard 1932 asa fair sample? You 
know that income was at its lowest point and, therefore, the amount 
of insurance compared to income would have been at the most favor- 
able period ; would it not ? 

Mr. Miter. Yes. Well, I have mentioned 1932 as being the high 
point, but if you take, as I remember the figures—unfortunately I 
don’t have them right here, but if you take a range of years, from 
approximately 1927 into the early thirties, it is my recollection of 
these figures that that ratio was higher than we have subsequently 
seen. 

My own apprvisal is that social security has worked in two ways. 
To many individuals it has provided a base on which they were en- 
couraged to add more. ; 

To the others, it has provided additional insurance which has made 
them feel they didn’t need to buy any more. Perhaps the two more 
or less offset each other. 

Sena‘or Anperson. T think it is just the reverse, in effect. Every 
time something is taken out of a paycheck and a man is reminded he 
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is taking care of his future, he is a much more willing customer of 
a life-insurance company which says, “You have got this program 
started, we will help you round it out,” and I think the sale of life 
insurance would tend to confirm it. I think you are working hard 
against the thing that has helped you most. That is my view. 

Mr. Mitier. We are not opposed to social security basically, in fact 
the life-insurance industry has supported it, and—— 

Senator ANperson. Did it support it in 1935? 

Mr. Mitier. We have in the hearings before the House Ways and 
Means Committee, if I may refer you to a statement on page 604, 
documenting the position of life insurance from 1935, particularly 
1935 and 1939, when the program was created. The record shows that 
the insurance industry did not oppose, and many individuals from the 
insurance industry cooperated with Congress and with the original 
advisory committee in formulating the program. 

Senator Anperson. You didn’t see any of the statements made 
about that time about how communistic it was? 

Mr. Miter. There were many diverse opinions expressed by indi- 
viduals but I would like to call your attention to one statement in 
this record I referred to in hich it is recorded that the insurance 
companies declined to join with a group that wanted to question the 
constitutionality. There was never any insurance approach that 
opposed social security in its formative years. 

Of course, there are as many insurance individuals with varied 
views as there are in any other walks of life. 

Senator Anperson. I am very happy that life insurance has grown, 
and very happy that it continues to grow. 

I have just never been able to understand the American Life Con- 
vention and the Life Insurance Association of America in taking a 
dim view each time of these increases in social security, when during 
the same period their business has grown more than it’s ever grown 
and probably due to the fact that every time there is a payment taken 
out for social security, there is a silent salesman helping them on with 
their job, in my opinion. 

Senator Lone. May I just ask a question, Mr. Chairman ? 

The Cuarrman. Senator Long. 

Senator Lone. Can you tell me of anybody who has a more com- 
plete record in this Congress of coming before us to demand everything 
for himself and nothing for the other fellow? Your people came here 
wanting $125 million tax relief for your companies and I voted for 
you people on that, and then when we come along and try to do some- 
thing for people who have found the cost of living going up 7 percent, 
you say, “Oh, no, just a 7-percent increase in cost of living should not 
make any difference.” 

Let me tell you a person trying to live on a little $30 a month check 
or a $100 a month check finds $3 or $7 a lot of difference. 

We have a little bill to try to let some veterans take out their service 
life insurance and you people are fighting that. I don’t know any- 
body benefiting from this Congress more than your companies and 
vet every time there is some legislation for some needy or old person, 
you are opposed to it. : 

Do you know of anybody who has a more consistent record of 
getting everything for yourself and being against every other person? 
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Mr. Miter. Senator Long, with respect to our position on the 
increases here, I believe you will note that our testimony has mainly to 
do with the maximum. Our feeling is that the people above average 
have the means and should have the incentive to supplement this basic 
floor of protection. 

What is done at the lower side would not be contrary to our policy, 
and I don’t recall that we have ever opposed increases at the lower 
scale. 

Senator Lone. You would be prepared to admit, would you not, that 
there is nothing in this bill that would compare in any respect to what, 
in benefits, we do for your companies? In other words, no individual 
under this social security bill is going to benefit anything like the 
extent to which your companies benefited by the bill we passed to help 
them with their tax problems at the beginning of this year? 

Mr. Mitier. That was a temporary bill pending further study, 
and the matter is under intensive study now both by the Treasury 
Department and your committee, I believe, and the insurance indus- 
try. 

Senator Lona. Well, here is my point now: When you people come 
in here and say you are in trouble, I sit here and vote for you to help 
you with your problems, and I get criticized in Drew Pearson’s column 
and chastised all sorts of ways for voting for retroactive tax benefits. 
You are the only people who have had retroactive tax relief in a long 
time so far as I rceall. Why can’t you be content to help somebody 
else for a change rather than coming in and testifying against them? 

Mr. Mitier. Well, our concern, as I mentioned before, is primarily 
with the maximum benefits, the raising of the wage base, which ap- 
plies mostly to the maximum end of the scale. 

For example, under this proposed legislation, while the man at the 
lower end of the scale gets $3 a month, the increase at the upper end of 
the scale is as much as $54 a month. 

We would like to see the range narrowed a little bit so that we 
preserve this concept of a floor of protection, giving what is needed 
to those at the lower scale of the income bracket, leaving more room 
for individual incentive and initiative. With respect to the company 
taxation, as I mentioned, several committees of the industry are work- 
ing on that, and have been working with the Treasury Department. 
The American Life Convention, and the Life Insurance Association 
of America recently addressed a letter to Senator Byrd, and to Con- 
gressman Mills, explaining the efforts that are being made to work 
out a proper and equitable tax for life insurance. 

Senator Anprrson. Did you recommend that the Mills bill be made 
permanent ? 

Mr. Mitter. I couldn’t speak on that. I haven’t been as close to the 
tax work as I have tothe social security. 

Senator ANpErson. You didn’t read the letter, then ? 

Mr. Miturr. I believe I have it here, sir. 

Senator Anperson. I mean you didn’t read it, you don’t know 
what was in it ? 

The Cuatrman. I received a letter this morning and I haven’t had a 
chance to study it. Itis3 or 4 pages. 

Mr. Miter. The letter I refer to is dated August 6, 1958. 

Senator Anperson. Did it recommend the Mills bill be made perma- 
nent with one slight adjustment ? 
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Mr. Mixter. The letter states in part: 


Under these circumstances, we hope every effort will be made to enact per- 
manent legislation prior to March 15, 1959, and thus prevent the unjust tax 
burden that would result from the 1942 law— 
and the letter explains the activities of these various committees. 

The Cuarrman. Are there any further questions ‘ 

Thank you very much, Mr. Miller. 

Mr. Albert C. Adams, National Association of Life Underwriters. 

Mr. Dunaway. Mr. Adams, who is the president of my association, 
was our scheduled witness. He was scheduled to appear yesterday, 

He was here, but unfortunately, due to a prior business commitment, 
he could not remain, so he has asked me to extend his apologies and 
to express his hope you will understand his absence. 

The Cuarmman. Give your name, please. 

Mr. Dunaway. Yes, sir. 

The Cuarrman. Senator Long will act as chairman during the 
chairman’s absence. 

Senator Lone. Proceed, sir. 


STATEMENT OF CARLYLE M. DUNAWAY, GENERAL COUNSEL, THE 
NATIONAL ASSOCIATION OF LIFE UNDERWRITERS 


Mr. Dunaway. My name is Carlyle M. Dunaway and I am the 
general counsel of the National Association of Life Underwriters. 

For your information, our organization is a trade association repre- 
senting a membership of over 73,000 of the leading life-insurance 
agents in America. 

My purpose in appearing here today is to express our association’s 
opposition to those provisions of H. R. 13549 which would further 
heraline the Federal old-age and survivors insurance program. 

Our witness, Mr. Adams, had a prepared statement. With your 
permission, I would like to have that statement made a part of the 
record and to spend the 10 minutes alloted to me in giving you a 
brief summary of its contents. 

Senator Lone. That will be done. 

Mr. Dunaway. There are six principal reasons why we are opposed 
to any further liberalization of the OASI program at this time: 

First, at the present time, our country continues to be faced with 
two grave economic problems: The first is the threat of further in- 
flation ; the other is the current recession. 

In our opinion, the enactment of H. R. 13549 would have a strong 
tendency to aggravate both of these problems and to delay their 
solution. 

Senator Lona. Let me ask you this question: Didn’t that bill we 
passed for the benefit of the insurance companies have that same effect ? 
If it is inflationary to spend some money to give some benefits to the 
needy aged and those who are retired on these small pensions, wouldn’t 
it be similarly inflation to tend to create a deficit by passing a bill to 
give your companies $128 million of tax reductions? 

Mr. Dunaway. Excuse me, sir. In the first place, I represent the 
life-insurance agents. We have not been familiar with or directly 
concerned with the company life insurance companies income-tax 
problem, so I am not qualified to speak on it. 
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However, I do think I ought to call your attention to this. You 
were speaking to Mr. Miller a while ago as if some giant corporations 
were getting a tax windfall out of the relief that you gave them earlier 
this year. 

It occurs to me, sir 

Senator Anperson. Weren’t they? One company got $20 million. 
Weren’t they ? 

Mr. Dunaway. It just occurred to me, sir, and I would rather have 
the company speak on this, that these companies, as such, are largely 
made up of policyholders. 

The taxes that you put on the companies are largely reflected as a 
tax on the savings of these policyholders. 

Senator Lone. How much are their reserves ? 

Mr. Dunaway. How much are the company reserves ? 

Senator Lone. Yes. 

Mr. Dunaway. I would say 

Senator Lone. How much are the reserves today, gross? 

Mr. Dunaway. Subject to correction, by my company friends in the 
back of the room, I would say they were something in excess of a hun- 
dred billion dollars. 

Senator Lone. That is a hundred billion they haven’t paid out yet, 
isn’t it ? 

Mr. Dunaway. That is right. I might add it is a good thing they 
have a hundred billion so they can back up their claims. 

Senator Lone. You are familiar with the fact, though, that the rate 
upon which you people sell this insurance is a conservative table that 
was made up a long time ago. People are now living a lot longer, so 
it is a much better gamble for the insurance companies than it was at 
the time the tables were made up. You are familiar with that, are 
you not? 

Mr. Dunaway. Yes; as a matter of fact, there is currently being 
studied a revision of the mortality tables to reflect the more favorable 
experience in recent years. 

Senator Anperson. The only one point I made was that I recog- 
nized that with regard to mutual companies you might be able to say 
that it was reflected in dividends to policyholders. 

But does that apply to a single stock company? Are you familiar 
at all with the increase in the prices of stock of life-insurance 
companies ? 

Mr. Dunaway. Senator, if I may beg off in answering that I would 
ike to. 

Senator Anperson. Don’t get into it, if you don’t want to go all the 
way. 

Mr. Dunaway. I was asked the question. 

Senator Anperson. This is a sore spot with lots of us; Senator 
Long was on one side and I was almost alone on the other. 

Mr. Dunaway. I would suggest, sir, if you want to get an authori- 
tative answer, we have people in the back of the room familiar with 
the income-tax problem, and for your own benefit you should direct 
it to them. 

Senator Anperson. You said a few millions here would be infla- 
tionary. Was it not inflationary to add $125 million there? Now the 
testimony was that this would increase the deficit. There was testi- 
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mony, that I heard Mr. Flemming give, that it is going to increase 
our deficit at a time when they are only $10 billion to $12 billion 
in the red. 

That was not the argument they made against the retroactive tax 
reduction of the life insurance. That put us $125 million in the red, 

It was not a bit inflationary to do that. It was sound, solid eco- 
nomics. [Laughter. ] 

Senator Bennett. Mr. Chairman, I would like to suggest that we 
are studying social security. 

Senator Anperson. He started it. [Laughter.] 

Senator Bennett. Well, regardless of who started it, I suggest we 
declare a truce and go back to social security. 

Mr. Dunaway. Could I just say this, sir: I think the companies and 
the Congress have enough of a problem in that particular field without 
my contributing to the difficulty of solving it. [Laughter. | 

Senator Anperson. Very well; but don’t say that is inflationary, 
then. You talk about it 

Mr. Dunaway. Well, sir, I haven’t gotten to the point where I said 
it was inflationary yet. You are anticipating me. [Laughter.] 

Senator Anperson. I know what the line is. You are all selling the 
same line. 

Mr. Dunaway. I don’t want to disappoint you, sir, so I will con- 
tinue. [Laughter.] 

Senator Anperson. You don’t have to read it in advance. You 
know what is coming and so do I. 

Mr. Dunaway. As you know, H. R. 13549 would require significant 
social security tax increases effective January 1, 1959. 

These increases would have their greatest impact on people earning 
above $4,200 per year. For example, in the case of an employee earn- 
ing $4.800 or more, in 1959, the combined employer-employee tax 
would be $240 as against the $189 that would be called for under pres- 
ent law. 

In the case of a self-employed individual in the same income bracket, 
the new tax would be $180 as against the present $141.75. 

Since the employer’s share of social-security taxes is to them simply 
another cost of doing business, any increase in these taxes would, 
where possible, be added to the prices that consumers of their goods 
and services must pay. 

Self-employed individuals would follow the same pattern in deal- 
ing with their consumers. 

This, in turn, would undoubtedly lead to successful demands for 
higher wages by many of these consumers. 

The result would be new inflationary pressures, adversely affect- 
ing not only your working population generally, but present OASI 
beneficiaries as well. 

At the same time, the proposed increase in social-security taxes 
would add to the total tax burden of the working population to pro- 
vide increased OAST benefits from which they would derive no im- 
mediate return. 

Thus to the extent that gainfully employed taxpayers were unable 
to obtain offsetting increases in wages or other income, the probable 
effect of an increase in social security taxes would be to curtail their 
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purchasing power still further and consequently to impede recovery 
from the current economic recession. 

At this point, perhaps I should say that in spite of the factors that 
I have just mentioned, a social security tax increase might be justi- 
fiable if it were derived solely from an increase in the tax rates them- 
selves and if it were not accompanied by an increase in benefits. It 
would at least have the salutary effect of strengthening the OASI 
program financially by eliminating or materially lessening the ac- 
tuarial deficiency that the Department of Health, Education, and 
Welfare, and the House Ways and Means Committee, have found to 
exist in the program. 

However, we must strenuously object to achieving a tax increase 
by raising the taxable wage base from $4,200 to $4,800 as proposed 
in H. R. 13549. 

We believe that this procedure is particularly undesirable for at 
least two reasons: 

First, any further increase in the wage base would strike you as 
being principally a rather devious move toward the socialistic goal of 
income redistribution. 

Second, it would result in the payment of somewhat higher bene- 
fits to the very people who are best able to take care of themselves, 
namely, those with above average earnings. 

This latter result would tend to destroy the essential floor of pro- 
tection design of the OASI program. 

It is conservatively estimated that the OASI program has to date 
incurred an unfunded accrued liability in excess of $300 billion. This 
accrued liability will have to be met largely by the social security 
taxpayers of the future. 


Any further liberalization of the program now would necessarily 
increase this enormous commitment and, of course, the already heavy 
social security tax burden on which tomorrow’s taxpayers have been 
committed under existing law. 

Therefore, any further liberalization of the program today would, 


in our opinion, be an act of economic ae to these taxpayers and 


possible serious threat to the program’s long-range solvency. 
Third, past OASI benefit increases have in all cases at least kept 
ace with and in many cases have substantially outstripped increases 
in the cost of living. 

For example, while the cost of living increased only 105 percent 
between the year 1940, the year in which OAST benefits were first 
paid, and 1958, maximum benefits for single retired workers and for 
retired workers and their wives increased 163 percent. 

Maximum family benefits during this period increased 135 percent. 

Accordingly, the argument that further benefit increases are now 
justified by the increased cost of living is invalid. 

Fourth, data gathered by our association from various parts of the 
country relating to the minimum income needs of elderly retired 
people furnish strong evidence that such people can make out very 
ell on present maximum OASI benefits. 

Senator ANperson. Could you tell me what page you are reading 
from ? 

Mr. Dunaway. Sir, I am giving a summary, it would have taken 
me more than the 10 minutes to follow that complete statement, I beg 
your pardon. 
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Senator Anperson. That is all right. 

Mr. Dunaway. It is true many of these people, particularly if they 
chose to live in high cost areas after retirement might find it neces- 
sary or at least desirable to supplement their benefits through the 
medium of part-time employment or private pension insurance or 
savings programs or both. 

However, this is exactly what they are supposed to do inasmuch as 
the OASI program is intended to furnish only a basic floor of eco- 
nomic protection. 

While we think it can be demonstrated that maximum OAST bene- 
fits are already quite adequate, it may be argued that the average 
benefit falls short of purchasing the desired basic floor protection. 

However, the answer to this argument is that the closer the pro- 
gram approaches maturity, the closer the average benefit will approx- 
imate the maximum benefit. 

For example, the average benefit for men who came on the OAST 
rolls prior to the 1954 amendments, is now approximately $66 per 
month, while for those who came on the rolls in the last 6 months of 
1957, the average benefit is about $78 a month. 

Thus, the problem posed by those who draw the average benefit 
and who have insufficient private resources is a relatively short-range 
problem, which, as I have already indicated, will tend to disappear 
as the program matures and stabilizes. 

Therefore, if these people must be helped in the meantime this help 
should come through some form of public assistance. 

For Congress to raise the average OASI benefit at this time by in- 
creasing all benefits across the board, would simply mean that those 
drawing maximum benefits would wind up receiving more than they 
need. 

Fifth, in adopting the 1956 Social Security Amendment, Congress 
created an Advisory Council on Social Security Financing to study, 
among other things, the long-range commitments of the OASI pro- 
gram and their relationship to the cost and financing of the program. 

This Advisory Council is now in the process of doing the job as- 
signed to it and will have te report to Congress not later than Janu- 
ary 1, 1959. 

Since Congress itself created the Advisory Council to do the very 
job it is now doing, it would seem to us to be completely premature 
for Congress to do anything now by way of liberalizing the program 
without first getting the Advisory Council’s report. 

Sixth and finally, in each of the past 4 election years, 1950, 1952, 
1954, and 1956, Congress has materially liberalized the OASI program. 

In 1950, 1552, and 1954, these liberalizations included substantial 
increases in the level of benefits, the aggregate increase for the 3 
years in question being on the average somewhat over 105 percent 
and much more than that the maximum benefit level. 

While it is true that the level of benefits was not increased in 1956, 
Congress then added a new program of total and permanent disability 
benefits for covered workers at age 50, lowered the retirement age for 
women from 65 to 62, liberalized eligibility requirements in certain 
respects, and so forth. 

Because of this pattern of election year liberalization, more and 
more people are coming to look upon the OASI program as being a 
political football. 
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We feel unless Congress asserts leadership and puts a stop to this 
trend, it could well result in people’s losing of confidence in the sound- 
ness of the program and eventually, perhaps, even the ruination of the 
program. 

Senator Lone. You have expressed a cynical philosophy of govern- 
ment that I have heard expressed here before, and I even hear some 
Senators and Congressmen express it. 

I guess it represents a so-called conservative point of view that if 
an elected official has to go before the public to seek their approval 
then his actions are not likely to be in the public interest. That is a 
philosophy you express here today about Congress voting in an even- 
numbered year to liberalize social security benefits or to expand that 
program. 

Mr. Dunaway. Well, Senator, I didn’t mean to sound personally 
cynical here, but I can’t help observe that more and more newspapers, 
for example, are editorializing along that line. 

Senator Lona. Well, you are saying here, if I understand it, that a 
bill that would benefit 14 million aged people, although it would not 
benefit your particular companies, if passed in an even-numbered year, 
that in itself tends to prove that it is not in the public interest. 

Mr. Dunaway. Sir, I am not saying necessarily it is not in the pub- 
lic interest, although, it seems to me that in evaluating what best 
serves the public interest 

Senator Lone. Don’t you think the public is fairly well competent 
to decide? If I understand it correctly, the burden of your argument 
is that the public is not very well able to decide what is in the public 
interest. 

Mr. Dunaway. Well, I didn’t quite finish. As I was saying, it 
seems to me in order to properly evaluate what best serves the public 
interest, you have to consider not only the roughly 12 million people 
who are on the OASI benefit rolls, but the 65 million people who are 
now working and paying taxes to support those 12 million people. 

Senator Lone. Who will ultimately be on the rolls, themselves, if 
they live. 

Mr. Dunaway. And in addition, and most important, it seems to 
me, I think we ought to give some attention to what is going to happen 
to those taxpayers who come on, who start working next year and 10 
years from now and 20 years from now. They will be the people 
who will pay the real load, the real tab for what we are doing today. 

Senator Lone. That is the great majority of people and I take it 
that you don’t feel that, based on your statement, that they are com- 
petent to decide whether Congress has voted in their best interest ? 

Mr. Dunaway. Well, may I say this, perhaps you will think me 
cynical, sir, but it seems to me it is easy enough for 12 million people, 
who are receiving benefits today, to encourage Congress to give them 
more benefits, when they are not going to have to pay for those 
benefits. 

It is easy enough for me to sit back and say, “Give me a gift that is 
going to be paid for by somebody else.” And that is exactly what you 
do every time you liberalize the OASI program. 

Senator Lone. Of course, the 65 million people who pay into this 
know about it too, don’t they ? 

Mr. Dunaway. I am afraid not too many. In fact, I will say this: 
It is my guess that not over a very small fraction of 1 percent of those 
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65 million people have the slightest idea of what social security is all 
about—how it is financed, what the ultimate cost is going to be on 
their children and grandchildren—how much or how little they paid 
for their benefits, or any of the other very important features of the 
program. 

Senator Lone. I have had some experience in running for office at a 
time when the public had paid the cost before they had seen the benefit. 

I ran for office at a time when the taxes in my State had been in- 
creased by 50 percent in a single session of the legislature to pay the 
expense of a program that, in the main, was to provide for the aged 
in the State and that was before the people got their benefits. 

I managed to be elected in spite of that. I had supported that pro- 
gram very actively, and my impression would be that the public, rank 
and file, is willing to pay for the support of the aged and needy. 
Oddly enough, here you are suggesting that the people who pay for 
these things are not being benefitted, that it is against their best in- 
terest. Also you say this 1s in an election year and you should not pass 
it in an election year. I don’t understand your logic or your attitude 
that the public does not know what is good for the public. 

Mr. Dunaway. Well, I get back to my point that I think—I may 
be wrong, but I think personally, that a lot of the pressure for these in- 
creased benefits is coming from the people who are already on the 
beneficiary rolls and I get back to this: They are the very people who 
already pay absolutely nothing for these increases, and so it is quite 
easy for them to say, “Well, let’s have an increased benefit this year 
because somebody else is going to pay for it.” 

Incidentally, sir, yesterday, I believe, Mr. Marshall was on the 
stand up here, and he was referring to the great disparity between 
the amount of taxes which, covered employees have paid into the pro- 
gram and the amount they stand to receive in benefits. He referred 
to a friend, a life insurance company president, who had retired ap- 
porently, and with his wife is now drawing benefits. I understood 

r. Marshall to say that this man and his wife, within a period of 
less than 3 years, would get back in benefits more than he had paid 
in taxes. 

Well, as a matter of fact, Mr. Marshall was quite, I don’t know 
whether to say liberal or conservative, in his statement. Because do- 
ing some rough arithmetic, I find that this man and his wife, assum- 
ing that the man has paid taxes on the maximum wage bases ever 
since he was covered under social security, would through the year 
1957 have paid only $931.50. Even if you take in his employer’s con- 
tribution that would be another $931.50. So from the beginning of 
the program, and I assume he was covered from the beginning, through 
the vear 1957, the most that he and his employer paid in taxes would 
have been $1,863. 

Now, if he and his wife are drawing maximum benefits, in 1 year’s 
time, they will draw $1,953.60. 

So in less than 6 months, this man will recover all of his contribu- 
tions to the program and in less than a year, he will recover both his 
and his employer’s contributions. 

T would iust like to have that on the record to show that there is 
this great disparity between what people pay in as of now, as against 
what they draw out, and that is a very important feature, sir, that 
very few people understand. 
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I was talking the other day to a man whom I consider to be highly 
intelligent. He wasa highly placed executive of a telephone company, 
and the question was asked him, I forget how it came up, the ques- 
tion was asked him whether or not he had paid for his social security 
benefits. He said: “Why certainly.” 

Well, I showed these figures to him, I told him that through the 


year 1956 he couldn’t have ee over $837. I pointed out 


what his benefits would be if he lived out his life expectancy and he 
was absolutely amazed. 

This was a supposedly intelligent informed man who didn’t know 
what the score was, and I get back to saying I don’t believe over a 
small fraction of 1 percent of the people either drawing benefits now, 
or those who are working and paying taxes, know what it is all about. 

Senator Lone. Don’t know what a good thing it is for them, you 
mean ? 

Mr. Dunaway. Oh, no; that is right; yes. [Laughter.] 

They don’t realize they are getting a ‘tommenndlatas bargain. 

Senator Lone. Any further questions ? 

Senator AnperRson. May I ask this, I note here your observation 
that in each of the past four election years, 1950, 1952, 1954, and 1956 
these benefits have been liberalized and it is becoming more and more 
of a political football. 

In 1950, there was House Joint Resolution 371, relating to insur- 
ance taxation, taxation of insurance so eg and that pi passed both 
the House and Senate in that election yea 

Then in 1952, H. R. 7876, extending ‘that six and a half formula 
was passed in that election year. 

Then, in 1954, I was shocked to find that a conference was held 
between the life insurance representatives and the members of the 
new House subcommittee and finally on June 18, the Senate Finance 
Committee reported this H. R. 8300 they had worked out. It was 
finally passed in an election year. 

That worried me but I got to 1956 and in Febr aary and March, 
the Senate Finance Committee approved H. R. 7201 with certain 
amendments relating to this insurance taxation. 

Now here we are again in 1958, and in this election year we passed 

this retroactive tax reduction for the insurance companies saving 
them this $124 million. 

Don’t you think it is sinister the way these things come up in an 
election year? [Laughter. | 

Mr. Dunaway. Senator, may I say once again, that my poor col- 
leagues in the life-insurance company ranks are ‘already “beset with 
enough problems in trying to get this money issue resolved to the 
satisfaction of both the Government and the insurance business. I 
certainly don’t want to be the one to create any further difficulties. 

Senator AnpERson. Don’t try to fool us with this stuff. We are not 
children on this committee either. 

Mr. Dunaway. No, sir, as I tried to explain to Senator Long, I am 
merely observing from what I read in the newspapers that more and 
more editorials are being devoted to that very idea. 

Even the Washington Post the other day—I was surprised—came 
out and questioned the wisdom of Congress doing anything this year 
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until they got the report of the Advisory Council; and for the Wash- 
ington Post, this is pretty serious. | Laughter. | 

Senator Frear. Heresy. 

Senator Lone. Let me just say this, sir, I haven’t seen a single wit- 
ness here who appeared as one of these aged and needy people in our 
land. 

I can recall when I first came here how discouraged I was as one 
who expected to vote to raise the minimum wage to $0.75 an hour. 
Every time the chamber of commerce would meet in a large city in 
my State, the next day my desk would receive at least 150 wires, from 
businessmen of consequence, urging me to vote against raising the 
minimum wage. 

I let them sit on my desk until I had more than a thousand wires 
from influential people urging me to vote against increasing the 
minimum wage before I finally got the first little handwritten note 
in pencil from somebody saying, “Won’t you please vote to increase 
that minimum wage?” 

Those people didn’t even know there was such a bill before Con- 
gress. I am pleased to listen to you and the rest of those who speak 
for corporation executives. However, there are a lot of other people 
involved here and they don’t have many spokesmen, but they are 
very much interested and very much concerned because they need 
some additional protection that your companies are not providing for 
them. 

Mr. Dunaway. Excuse me, I want the record to clearly show this, 
I am not here speaking for any corporation executives; if I speak for 
anyone and I hope I do, I speak for 73,000 life-insurance agents. 

Senator Lone. And against 14 million aged ? 

Mr. Dunaway. No, I wouldn’t say I was speaking against 14 
million aged. 

Senator Lone. Well, that is your opinion, and I have mine. 

Senator Anperson. I only want to point out to you that regardless 
of what the newspapers may say about this, we do have a Constitu- 
tion. under which the Congress operates. 

Senator Carlson and I were members of the Ways and Means 
Committee in the House, and we are happy to be on the Finance Com- 
mittee. 

Tax revenue bills have to originate in the House of Representatives, 
because the House was supposedly representing the people, and the 
Senate was supposedly to be ambassadors from the States. | 

So the power had to reside in the people to start these things. A 
new Congress convenes in the odd-numbered years, and that Congress 
starts out to consider tax legislation. By the time it gets over 
here it is in the even-numbered year. We pass it not in regard to 
whether it is an election year, but because it gets here at that time 
from the House of Representatives. I just hope that the life- 
insurance underwriters who see a lot of people and who are fine people 
and I wish them very well, don’t always attribute a political motive 
to what happens in this Congress in the election years, because we 
allow the manna that falls from heaven to land on the just and the 
unjust. . 

We give these poor workers a few dollars, but we also sprinkle a 
few dollars in the coffers of the life-insurance companies, by retroac- 
tivity. 
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So it all ends up pretty even. 
Senator Lone. Thank you. 
(The statement in full of Mr. Albert C. Adams, is as follows :) 


STATEMENT OF ALBERT C. ADAMS, THE NATIONAL ASSOCIATION OF LIFE 
UNDERWRITERS, CONCERNING H. R. 13549 


I am Albert C. Adams, of Philaderphia, Pa., and I am appearing before your 
committee as president of the National Association of Life Underwriters. For 
your information, our organization is a trade association representing a mem- 
bership of over 73,000 of the leading life-insurance agents in America. 

My purpose in appearing here today is to express our association’s opposition 
to those provisions of H. R. 138549 which would further liberalize the Federal 
old age and survivors insurance program. Much of my statement is substantially 
the same as the statement presented several weeks ago to the House Committee 
on Ways and Means by R. Edwin Wood, the chairman of our association’s com- 
mittee on social security. This is necessarily so because I feel that the arguments 
advanced by Mr. Wood are as valid today as they were when he originally pre- 
sented them to the Ways and Means Committee. 

In objecting to H. R. 13549, I should like to make it abundantly clear that we 
are not opposed to the OASI program as such. To the contrary, we have long 
regarded it as being a socially desirable means of providing our country’s workers 
and their dependents with a basic floor of protection against want. Indeed, it has 
often been said with much truth that life-insurance agents have done more than 
any other single group to familiarize the people of this country with the OASI 
program. 

Thus, I repeat, we are not opposed to OASI so long as it is not allowed to 
deviate from its original “floor of protection” concept. However, we are very 
much opposed to unreasonable and excessive liberalizations of the program. We 
are opposed to such liberalizations because we are convinced that they would 
ultimately seriously weaken, if not destroy, not only the program itself but the 
entire national economy as well. We are also opposed to excessive liberaliza- 
tions because we believe that too much OASI would eventually render the people 
of this country either unwilling or financially unable—or both—to practice the 
“do-it-yourself” brand of thrift. This “do-it-yourself” philosophy has tradition- 
ally played a vital role in the development of our national economy and in making 
the American way of life the envy of the world. 

Now some of you gentlemen undoubtedly feel that the provisions of H. R. 
13549 are quite modest. You may therefore wonder why we look upon the bill 
as providing ‘“‘unreasonable and excessive liberalizations” of the OASI program. 
Suffice it to say at this point that it is our belief that the real effect of this 
particular bill cannot and should not be evaluated except in relation to prior 
liberalizations of the program, and especially those enacted in 1950, 1952, 1954, 
and 1956. 

Having given you a broad sketch of our attitude toward the OASI program 
and our general reasons for opposing its overexpansion, I shall now give you 
our specific reasons for opposing any further liberalization of the program. 
Briefly stated, these reasons are that any liberalization would be economically 
unsound and unnecessary. Even viewed in the most favorable light, they would 
at least be premature. 


I. FURTHER OASI LIBERALIZATION ECONOMICALLY UNSOUND 


At the present time, our country continues to be faced with two grave economic 
problems. The first is the threat of further inflation. The other is the current 
recession. In our opinion, the enactment of H. R. 13549 would have a strong 
tendency to aggravate both of these problems and to delay their solution. 

As you know, H. R. 13549 would require significant social security tax in- 
creases, effective January 1, 1959. These increases would have their greatest im- 
pact on people earning above $4,200 per year. For example, in the case of an em- 
ployee earning $4,800 or more in 1959, the combined employer-employee tax would 
be $240, as against the $189 that would be called for under present law. In the 
case of a self-employed individual in the same income bracket, the new tax 
would be $180 as against the present $141.75. 

Since the employers’ share of social security taxes is to them simply another 
cost of doing business, any increase in these taxes would, where possible, be 
added to the prices that consumers of their goods and services must pay. Self- 
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employed individuals would follow the same pattern in dealing with their 
consumers. This, in turn, would undoubtedly lead to successful demands for 
higher wages by many of these consumers. The result would be new inflationary 
pressures adversely affecting not only our working population generally but 
present OASI beneficiaries as well. 

At the same time, the proposed increase in social security taxes would add to 
the total tax burden of the working population to provide increased OASI benefits 
from which they would derive no immediate return. Thus, to the extent that 
gainfully employed taxpayers were unable to obtain offsetting increases in 
wages or other income, the probable effect of an increase in social security taxes 
would be to curtail their purchasing power still further and, consequently, to 
impede recovery from the current economic recession. 

At this point, perhaps I should say that in spite of the factors which I have 
just mentioned, a social security tax increase might be justifiable if it were 
derived solely from an increase in the tax rates themselves and if it were not 
accompanied by an increase in benefits. Such a tax increase would at least have 
the salutary effect of strengthening the OASI program financially by eliminating 
or materially lessening the actuarial deficiency that the Department of Health, 
Education, and Welfare and the House Ways and Means Committee have found 
to exist in the program. 

However, we must strenuously object to achieving a tax increase by raising 
the taxable wage base from $4,200 to $4,800, as proposed in H. R. 13549. We be- 
lieve that this procedure is particularly undesirable for at least two reasons, 
First, any further increase in the wage base would strike us as being principally 
a rather devious move toward the socialistic goal of income redistribution. 
Second, it would result in the payment of higher benefits to the very people 
who are best able to take care of themselves namely, those with above-average 
earnings. This latter result would tend to destroy the essential “floor of 
protection” design of the OASI program. 

Another major reason why we believe that further benefit increases or other 
liberalizations would be unsound is that no one really knows at present what 
adverse effect such changes might have on the ultimate stability and solvency 
of the OASI program. 

It is conservatively estimated that the program has already incurred an un- 
funded accrued liability in excess of $300 billion. This accrued liability will have 
to be met in the main by the social security taxpayers of the future. Obviously, 
any further liberalization of the program now would necessarily increase this 
enormous commitment and, of course, the already substantial social security 
tax burden with which we have saddled the taxpayers of tomorrow. We there- 
fore submit that further liberalization of the program today would be an act of 
economic injustice to these taxpayers and pose a serious threat to the pro- 
gram’s long-range solvency. 

In connection with the foregoing, we urge you to weigh carefully the state- 
ment made by former HEW Secretary Oveta Culp Hobby before your commit- 
tee 3 years ago when she warned that continued expansion of benefits under the 
OASI program could wreck it. At that time she very wisely said: 

“The system cannot be expected to provide fully against all insurance risks 
if the tax is to be kept at a rate which can be borne by persons in the lower 
income brackets.” 

In light of the foregoing considerations, it is our firm conviction that, with 
the possible exception of an increase in tax rates, any increase in social security 
taxes, or in benefits, would be economically unsound at the present time. 


II, BENEFIT INCREASES NOT NEEDED 


Quite aside from the basic economic unsoundness of increasing social security 
taxes and benefits at this time, a convincing case has not been made to show that 
larger benefits are needed. In our opinion, no such need actually exists. In- 
deed, keeping in mind always that the sole purpose of the OASI program is 
simply to provide the beneficiaries thereof with a basic floor of economic pro- 
tection against want, we submit that there is much evidence to indicate that 
the program is already accomplishing its intended purpose in an extremely ade- 
quate manner. 

In this connection, I call to your attention the chart that immediately follows 
this page. As you will see, it shows that between 1940, the year in which OASI 
benefits were first paid, and the first of this year, the cost of living increased to 
205 percent of the 1940 level. Maximum family benefits payable under the 
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OASI program increased to 235 percent of the 1940 level during the same period. 
This is a clear indication that, contrary to the argument advanced by the pro- 
ponents of OASI expansion, past liberalizations of the program have more than 
kept pace with advances in the cost of living. To stress this theme still fur- 
ther, the chart shows that under H. R. 13549, which would increase maximum 
family benefits from $200 months to $254, such benefits would be almost 300 
percent of the 1940 level. 


Social Security 
Increases in Maximum Monthly Faw ly Benefits 
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I would also like to add that while the chart does not show them, maximum 
monthly benefits for single retired workers and for retired workers and their 
wives have already been increased to 263 percent of their 1940 level as against 
the smaller increase in the cost of living indicated above. Under H. R. 13549, 
the same benefits to present beneficiaries would be increased to 281 percent of 
their 1940 level. (In the future, as these maximum benefits commenced to be 
computed to an ever-increasing extent on the $4,800 wage base provided in 
H. R. 13549, they would of course be even larger and would eventually reach $127 
for single retired workers and $190 for retired workers and their wives.) 
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Dramatic evidence of the present adequacy of the OASI program is furnished 
by the article appended to this statement entitled, “We Live On Our Social Se. 
curity,” which originally appeared in the February 2, 1958, issue of the Ameri- 
can Weekly. Briefly, this article tells the story of how a Mr. and Mrs. Henry 
Brandt are living, not simply a bare, hand-to-mouth existence in retirement, 
but a full and completely satisfying life, on their combined monthly OASI 
check of $162.80 “plus about $20 a month.” To quote Mr. Brandt’s own words, 
this amount covers all of their needs, including “gas for the station wagon.” 

Naturally, when we read Mr. Brandt’s story, we were curious as to whether 
his case was unique or whether we could find any evidence that retired people 
generally might be faring equally as well. With this in mind, we gathered data 
on the minimum budget requirements of retired people in various localities picked 
at random. The results of this survey, showing the monthly budget require- 
ments of both elderly single individuals and elderly couples (rounded off to the 
nearest dollar), are set forth below. In each case, the budgeted amount covers 
at least such essentials as food, clothing, and incidental needs. 


Locality single Husband 
person and wife 


. Knox County, Tenn. (including Knoxville). (Source: Department of public 
welfare, Knox County, Tenn.) _-__- L ; : $70 $95 
. New York City. (Source: Annual Price Survey Based on a Family Budget 
Standard, October 1957, published by Community Council of Greater New 
York, Inc.) - -- ‘ ‘ ence ea sJeki ! 144 ' 204 
3. Florida. (Source: Florida Department of Public Welfare) 103 147 
. Cincinnati, Ohio. (Source: Family service of Cincinnati and Hamilton County, 
Cincinnati, Ohio.) _- bes . : ; . sade 130 189 
5. New Jersey. (Source: New Jersey Department of Institutions and Agencies.) 8S 134 
3. Guilford County, N.C. (Source: Guilford County Welfare Department) $0 170 
7. San Francisco-Oakland, Calif., bay area. (Source: California Department of 
Welfare.) cai ts Sn 2 101-123 161 
. Westchester County, N. Y. (Source: Westchester County Department of 
Family and Child Welfare.) ‘i ESS 98 131 
9. Maryland. (Source: Maryland State Department of Public Welfare.) __-- 82 115 


1 There is reason to believe that the figures listed for New York City are somewhat liberal estimates. 
For example, they are certainly considerably in excess of those used by the city’s department of public wel- 
fare. The latter figures basic monthly allowances as follows: $111 for single person over 65 living in fur- 
nished room and taking meals in restaurant; $76 for single person living in unfurnished apartment and eating 
meals at home; and $118 for husband and wife over 65 living in unfurnished apartment. 

2 The figures for the San Francisco-Oakland bay area are expressed as ranges inasmuch as estimated re- 
quirements for housing and utilities vary from county to county in this particular area. 


We believe that the above figures strongly indicate the general validity of Mr. 
Brandt’s thesis that retired senior citizens drawing maximum benefits can indeed 
live on their social security. Of course, many retired people may find it neces- 
sary, or at least desirable, to supplement their benefits from other sources, par- 
ticularly if they choose to live in areas where living costs are relatively high. 
However, they can do this through part-time employement or through the medi- 
um of private pension, insurance or savings program, or both. As a matter 
of fact, this is exactly what the OASI program very properly expects them to do. 
If such sources of outside income are not available or are inadequate in individual 
cases, any necessary additional income should be provided through public assist- 
ance programs on a needs basis. 

It may be objected that it is misleading to relate the above figures to maximum 
OASI benefits, rather than to the average benefits now being paid. For men 
who came on the benefit rolls prior to the 1954 amendments the average benefit is 
now approximately $66 per month and for those who came on the rolls in the 
last 6 months of 1957, approximately $78. Thus the closer the program ap- 
proaches maturity, the closer the average monthly benefit paid will approximate 
the maximum benefit in the vast majority of cases. In the meantime, if any- 
thing is done by the Government to solve the relatively short-range problem of 
people receiving substantially less than maximum benefits, we again recommend 
that it be done through public assistance. This is in line with the long-estab- 
lished principle of the social security program. 


Ill, PRESENT CONGRESSIONAL ACTION WOULD BE PREMATURE 


Your committee is well aware of the fact that Congress, in adopting the 1956 
Social Security Amendments, created an Advisory Council on Social Security 
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Financing. This Council was established for the express “purpose of reviewing 
the status of the Federal old-age and survivors insurance trust fund and of the 
Federal disability insurance trust fund in relation to the long-term commitments 
of the old-age, survivors, and disability insurance program.” The Council was 
directed to make a report of its findings and recommendations, including recom- 
mendations for changes in the social security tax rate structure, not later than 
January 1, 1959. 

This advisory Council is now in the process of doing the job assigned toit. Ac- 
cordingly, whether or not you agree with the other points presented in this state- 
ment, we trust that you will at least agree that it would be completely prema- 
ture and illogical for Congress to ‘jump the gun” now by liberalizing the program 
without first getting the Advisory Council’s report. In saying this, we do not 
share the views expressed by many, including numerous Members of the House 
of Representatives, that H. R. 13549 is simply a “stopgap” bill which demands 
speedy enactment pending the expected report of the Advisory Council. As we 
read H. R. 13549, it strikes us as being a compressive and major piece of social 
security legislation and provides for many fundamental changes in the OASI 
program that would have a very important bearing on the program’s long-range 
commitments and the tax structure necessary to provide the revenue to honor 
these commitments. 

Finally, we cannot help pointing out that in each of the past 4 election years—- 
i. e., 1950, 1592, 1954, and 1956—Congress has materially liberalized the OASI 
program. In 1950, 1952, and 1954, these liberalizations included substantial in- 
creases in the level of benefits, the aggregate increases for the 3 years in question 
being, on the average, somewhat over 105 percent and much more than at the 
maximum benefit level. While the level of benefits was not increased in 1956, 
Congress then added a new program of total and permanent disability benefits 
for covered workers at age 50, lowered the retirement age for women from 65 to 
62, liberalized eligibility requirements in certain respects, etc. 

Because of the growing pattern of election-year liberalizations, more and more 
people are coming to look upon the OASI program as a political football. It is 
our firm belief that unless Congress exerts responsible leadership and puts a stop 
to this trend, it could well result in the people’s loss of confidence in the sound- 
ness of the program and, indeed, in its actual ruination. 








[The following article appeared in the February 2, 1958, issue of the American Weekly, 
published by Hearst Publishing Co., Inc.] 


WE LIVE ON OvuR SOCIAL SECURITY 
By Henry Brandt, as told to Eric Mick Nathanson 


There’s a mountain of snow back in Lewistown, Mont., that I won’t be shovel- 
ing this winter. Thanks to our combined monthly social security check of 
$162.80, my wife, Margie, and I have put more than 1,000 miles between us and 
the rigors of a winter that we don’t want to fight any longer. 

We haven’t run off to any exclusive paradise for the idle rich—we’re not 
wealthy; nor have we cut out of our lives the comforts and pleasures that the 
money-producing years of my life accustomed us to. 

Though our actual cash income in retirement is about $290 a month, we don’t 
have to spend nearly that much to cover all necessities, some luxuries, and much 
recreation. Our social security check—plus about $20 a month—can cover every- 
thing we need, and very nicely. 

We live in our own two-bedroom home, in the dry, warm climate near Phoenix, 
Ariz. At 66 I am leading a life that is fuller, happier, and healthier than any- 
thing I had imagined possible for a senior, retired citizen with a modest income 
and savings from more than 40 years of barbering. 

Our life today would not have been possible if we had not earned our right 
to share in the retirement benefits of the Federal Government’s old age insur- 
ance program. 

My modern, comfortable house, with lawns front and back, and flower beds 
that are bright and colorful all year round, is in Youngtown, Ariz., 16 miles 
northwest of Phoenix—a unique 600-home community exclusively for people 
over 50, particularly those retired on a small income. 

Three years ago, Youngtown was just an irrigated cottonfield and a dream 
of “Big Ben” Schleifer, the local real-estate man who conceived and developed it. 
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Margie and I read an article about Youngto , 
December 1955. I was looking forward to aa eee ee ae hea bes . 
making plans for it. When we set out for Arizona on vacation a month re 
I expected Youngtown to be a new housing district started out in the desert . 

What we found was a community set amidst beautiful brown and green 
countryside and lush, irrigated farmland, with high mountains on all sides i 
+ pl, cag Ameo was ned of water underground. For $4 a month, 

eowners co use all the w 
mas 8 owe goww-well water system. e water they wanted from the com- 
e price of the houses then was $6,500 or $6,650, depending on the t f 
roof. Since then, the prices have gon t $1 veil 
costs ‘ f material A Span gone up about $1,000 because of the rising 
e fell in love with the place and wanted to buy immedia 
another year to go until retirement. In order to aed ae pis teem 
—_ = a house in Youngtown, I needed a retirement income of at least $250 

Why this is so, I don’t know, since it doesn’t take nearly that much money for 
us to live well, mortgage and all. However, it is in the law governing this type 
of house financing—probably as a safety margin—and until I started getting 
my monthly social security check, I’d have to put in another winter of shoveling 
Snow and barbering. 

I think we made up our minds on that first visit that when I retired we'd 
move to Youngtown. We even told some friends, Mr. and Mrs. Lauren Grove, 
about Youngtown and they promptly bought a retirement house there. 

A year later, when I became eligible for social security, Lauren notified me that 
a fully furnished house across the street from him was available. We moved 
fast this time. I sold my home and barbershop in Lewistown. With my social 
security check and returns on property and small investments, I figured that my 
retirement income would be about $290 a month. 

For $2,150 I bought the equity and furniture of Lauren’s neighbor, and ar- 
ranged a mortgage that costs me $54.80 a month, well within the means of my 
retirement income. Within a month, my address was Youngtown, Ariz. 

We left behind in Lewistown my son, who runs a motel; daughter-in-law, and 
three grandchildren, and a lot of good friends and fond memories. But we 
have made enough new friends to offset the loss of the old ones. Since all of 
us in Youngtown are about the same age, with the same interest in getting the 
most out of our retirement years, there are none of the tensions and preoccupa- 
tions of the competitive business world. We don’t get up any special time, we 
don’t do anything we don’t want to do, and we enjoy what we choose to do. 

Years ago, I did a lot of fishing and played bridge occasionally, but did little 
else in the way of recreation. Now we play more bridge than we have in years. 
There are dances, community sings, bingo games, and potluck dinners. 

I’m a member of the American Legion post, which is very active. My wife 
is a member of the Garden Club, and ladies’ groups of the Community Church 
that we belong to. 

If we want to, we drive to Phoenix to a movie or a ball game or the dog races. 
There’s a large supermarket right in Youngtown which will soon grow into 
a shopping center. 

Most important though, what our monthly social-security check has given us 
in Youngtown is companionship. The coffeepot is always on, and when we 
play bridge we mix up a batch of “hi-fi’s.” No, not the records—the drink: half 
sweet wine, half ginger ale. It’s very good, especially out in the patio in warm 
weather. 

Which brings up the one drawback in Youngtown’'s open-house mood. It takes 
longer to build things. Neighbors come over and help and bring tools. Then 
the work session turns into a bull session and we're back on the hi-fi’s. 

Pretty soon, I’ll start painting our house. I’m sure there’s somebody in 
Youngtown who knows more about paints and how to swing a brush than I 
do and he’ll soon be over to help me. 

For us, the move to Youngtown has proven wise. We get along very nicely 
on $125 a month, over and above my mortgage payment, and that includes food, 
entertainment, and gas for the station wagon. 

If I feel like working, I have an arrangement with the barbers in nearby Peoria 
where I can relieve one of them once in a while. The new shopping center will 
have a barbershop, and I’ll be able to work there a few hours a day if I want to. 

Not everybody in Youngtown is retired. Some still work full time and some 
part time. But you have to be over 50 to buy a home here. We don’t miss having 
young people around, maybe because nobody here behaves very old. 
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One of my daughters who visited recently and saw how happy we were said: 

sy must have been meant to come here, if you can pick up and settle so 
easily.” 

Yes, it was easy but, if not for my social security, it might have been 
another story. 


Senator Lone. Mr. John Corcoran. 


STATEMENT OF JOHN J. CORCORAN, DIRECTOR, NATIONAL RE- 
HABILITATION COMMISSION, THE AMERICAN LEGION, ACCOM- 
PANIED BY WARREN H. MacDONALD, RESEARCH ANALYST, AND 
MILES H. KENNEDY, THE AMERICAN LEGION 


Mr. Corcoran. Mr. Chairman and members of the committee, I am 
director of the national rehabilitation commission of the American 
Legion, and I have with me Warren H. MacDonald, our research 
analyst. 

We are grateful for this opportunity to state the position of the 
American Legion on section 224 of the Social Security Act. Your 
schedule of hearings on H. R. 13549 is a very tight one. We shall not 
use more than our allotted time. 

It is our purpose to speak on only one section of H. R. 13549, namely, 
section 206 on page 29 of the bill. Section 206 would repeal the pro- 
visions of the Social Security Act which require reduction of the 
amount of disability insurance benefits, otherwise payable to an in- 
dividual, by the amount of disability benefits—other than service-con- 
nected disability compensation—payable to such individual by another 
Federal agency or under a State workmen’s compensation law. 

The American Legion supports the repeal of section 224 of the 
Social Security Act. We urge the committee to endorse section 206 
and to include the provisions thereof in any social-security measure 
reported out pursuant to these hearings. 

tepresentatives of the American Legion appeared before the House 
Committee on Ways and Means during hearings leading to intro- 
duction of H. R. 13549. At that time we entered a lengthy and de- 
tailed statement on the subject of section 224 and its effect on recipients 
of disability benefits based on military service. Our statement is 
printed on pages 509-519 of the report of hearings before the House 
Committee on Ways and Means on all titles of the Social Security 
Act. 

To save your time, and to state our case as simply and clearly as 
possible, we list herewith the principal points included in our earlier 
statement : 

(1) The rights of an individual to a Federal benefit based on mili- 
tary service should not be abrogated or diluted because he has also 
earned entitlement to some other benefit not related to his military 
service. : 

(2) There is no overlap or duplication between disability programs 
based on military-service and social-security disability programs; the 
two systems are quite dissimilar in rationale, design, and intent; yet, 
they are mutually compatible and actually complement one another. 

(3) The offset requirement is in conflict with the fact that both 
programs recognize the need for and permit the receipt of additional 
dollars and is inconsistent with the traditional principle that the 
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OASDI system is intended to provide an income floor to which other 
forms of income are additive. 

(4) The monetary needs of the disabled are likely to be greater than 
for the nondisabled, yet the offset requirement applies to the old-a 
survivors insurance programs only in the case of disabled children 
over age 18. 

(5) Because of the disability requirements, the receipt of substan- 
tial earned income would be incompatible with entitlement to the 
benefits in question. 

(6) Because of the offset requirement, many individuals otherwise 
entitled to social-security benefits will have to turn to a third public 
source for necessary extra dollars; in most cases, the third source 
will be one of the State-administered public assistance programs. 

(7) Although heavily supported by Federal grants-in-aid, the offset 
does not apply to the public assistance programs; they are apparently 
considered to be a legitimate and appropriate source of extra dollars 
for OASDI recipients. Dual receipt cases now number over 600,000 
and are steadily increasing. 

(8) There should be no offset against disability benefits based on 
military service; such benefits have always been recognized as an hon- 
orable form of income and are made available to those entitled as a 
hedge against the need for charity. 

(9) The offset requirement gives to the disability insurance trust 
fund an unwarranted windfall; the disability insurance tax rate is 
adequate to provide full benefits to the otherwise qualified individuals. 

(10) The Veterans’ Administration and the other agencies involved 
must continue to pay full benefits to the individuals concerned and 
must bear additional administrative costs because of the need to keep 
the Social Security Administration advised as to awards and changes 
in awards. 

In its report (H. Rept. No. 2288) on H. R. 13549, the House Com- 
mittee on Ways and Means pointed out that the offset provisions of 
section 224 have proved unnecessarily strict and have produced inequi- 
table effects. In view of the nature of the disability insurance pro- 
gram and the experience gained thus far, the committee— 
concluded that it is undesirable, and incompatible with the purpose of the 
program, to reduce these benefits on account of disability benefits that are pay- 
able under other programs. 

Congressman Mills, chairman of the Committee on Ways and 
Means, explained the provisions of H. R. 13549 to the House of Repre- 
sentatives on July 31. His statement as to why the committee recom- 
mended repeal of section 224 coincides exactly with the position of 
the American Legion. He noted that the offset provisions affect less 
than 20 percent of all persons eligible for disability insurance but 
that the great majority of those affected lose part or all of the social 
security benefit because they are war veterans receiving disability pen- 
sions from the VA. Congressman Mills said: 

These pensions, beside being limited in amount, are paid only to veterans 
who have restricted income otherwise. The committee deems it unnecessary and 
undesirable to deprive a severely disabled veteran of disability benefits he has 


earned under social security because he is eligible for a modest pension based 
on his service in the Armed Forces. * * * 


That is from page 14402, Congressional Record, July 31, 1958. 
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The chairman also made it clear that elimination of the offset pro- 
visions would not require any increase in the disability imsurance tax 
rate. In fact, Congressman Mills stated that even with all of the 
recommended ‘improvements in the disability provisions of the act, 
the disability insurance trust fund “would still have both a long-range 
and a short-range excess of income over outgo.’ 

For the foregoing reasons, we respectfully submit that section 224 
of the Social Security Act should be repealed. 

Senator Lone. Would there be cases where the person would be 
receiving greater disability payments because of the dual system than 
he would “have received in income if he had been working at his 
maximum pay / 

Mr. Corcoran. I think, sir, this is conceivable. As we understand 
it, first of all, he would have to receive the maximum under Social 
Security, he would have to be married and have at least two chil- 
dren. At that point he would be able to receive more. 

But I would like to point out that the question of incentive is not 
involved here. 

Senator Lone. Suppose he was not married and did not have two 
children, would it be conceivable that he could receive more than 
he would have received if he continued to work if he had not been 
disabled ¢ 

Mr. Corcoran. I think not, but may I make the additional point, 
Mr. Chairman, that the question of incentive is not involved, because 
the only way the man can get the VA pension is to be permanently 
and totally disabled, and a man does not become permanently and 
totally disabled just to get a little more than while he was employed. 
It is a difficult thing to prove to the VA that you are permanently and 
totally disabled. 

Senator Lone. Would it be necessary for him to be disabled twice 
for him to receive a dual award for a single disability ? 

Mr. Corcoran. It would not, sir, but it is possible and it is quite 
probable to be disabled twice. May I give an example: A man who, 
as an officer, serves during a per iod of war, and, let us say, loses a leg 
or two, and is held by the service to be retired, should be retired be- 
cause of combat-incurred wounds. Then he goes into covered em- 
ployment and stays in covered employment under Social See urity for 
some period of time, and becomes totally disabled from other causes. 
Now when he starts to receive his social security benefits, he cannot re- 
ceive both that and the retirement from the Armed Forces, because 
of the offset. 

Senator ANperson. Because of what ? 

Mr. Corcoran. Because of the offset provision in the Social Se- 
curity Act. That is the provision we seek repeal of. 'That provision 
says if a man is reteiving a periodic benefit based in whole or in part 
on some psysical or mental impairment under another Federal sys- 
tem, then he may not receive the total disability payments under so- 
cial security, even though he earned it. That is the provision of which 
we seek repeal. 

Senator Lona. The House bill does that ? 

Mr. Corcoran. The House bill does exactly that, sir. 

Senator Anperson. Do you have any estimate of the cost of this? 
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_Mr. Corcoran. Let me say, first, sir, that the cost would be to the 
disability insurance trust fund, a trust fund which, when it was set 
up, was not set up with the idea that this offset would be put into effect. 

e disability trust fund tax rate was set up with the thought that the 
class we are discussing now would receive both. 

We have an estimate that as far as veterans are concerned—— 

Senator Lone. Estimate of what? 

Mr. Corcoran. We have an estimate that as far as the veterans are 
concerned, because of those who are not receiving both now, the trust 
fund is saving approximately $2 million a month. 

Senator Lone. So this would cost about $24 million a year to repeal 
the section ? 

Mr. Corcoran. Yes, sir. 

Mr. MacDonatp. As far as veterans are concerned. 

Mr. Corcoran. And veterans compose 86 percent of those who are 
affected by the provision. 

Senator Lone. All right. 

Senator Bennett. No questions. 

Senator Lone. Thank you very much. 

Mr. Corcoran. Mr. Chairman, we have one other division of the 
American Legion, the National Child Welfare Commission, which is 
interested in certain other portions of this bill dealing with care and 
assistance to children, and with your permission I would like to submit 
for the record this statement of Randel Shake, director of that com- 
mission. 

Senator Lone. Please do that, and I would like to be supplied with 
a copy of that statement. 

(The statement referred to follows :) 


STATEMENT OF RANDEL SHAKE, Director, NATIONAL CHILD WELFARE COMMISSION, 
THE AMERICAN LEGION 


Mr. Chairman and members of the committee, we are indeed appreciative of 
this opportunity to appear before you in order that we might express our views 
on certain titles of H. R. 13549, which passed the House of Representatives on 
July 31, 1958. Having been informed that time limitations were necessarily 
imposed on these hearings because of the scope of the subject matter you are con- 
sidering, we have chosen to file this statement. 

Our statement is confined to certain specific portions of H. R. 18549 which deal 
with services and assistance to children. The American Legion has carried on 
a nationwide child-welfare program for over 30 years and our primary interest 
has been to insure proper care and protection for veterans’ children. Today, 
about 55 percent, or approximately 30 million, of the Nation’s children are 
children of veterans. By virtue of this fact, we are vitally interested in strength- 
ening and improving public programs affecting children. Our child-welfare 
activities are concerned with all facets of child life. We believe that the broad 
experience gained by our organization after 30 years in this field, qualifies our 
organization to speak on legislation concerned with programs for children. 

With this sort background we should like, in the interests of brevity and clarity, 
to acquaint the committee with the specific titles of H. R. 18549, which we, of 
the child welfare commission, unequivocably endorse and support, and to which 
we addressed ourselves, in some detail, when we testified before the House Ways 
and Means Committee on June 23, 1958. 


MATERNAL AND CHILD HEALTH, CRIPPLED CHILDREN SERVICES, AND CHILD WELFARE 
Services (TitTte V) 


Because of the rapid rise in the rate of our child population, it was the position 
of the American Legion that there was an urgent need to increase the statutory 
authorizations for these vital programs. We are indeed delighted and pleased 
to note that H. R. 18549 makes such provision. The bill under the below-cited 
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titles and sections, authorizes the following new annual appropriations for these 
most important programs: 
1. For child welfare services: $17 million annually (title VI, sec. 601, 
which amends sec. 521, pt. 3, of title V, of the Social Security Act; see p. 
99, line 11 of the bill). 
2. For maternal and child health: $21,500,000 annually (title VI, sec. 602 
(a), which amends sec, 501, pt. 1, title V, of the Social Security Act; see 
p. 104, line 18, of the bill). 
3. For crippled children’s services: $20 million annually (title VI, see. 
603 (a), which amends sec. 511, pt. 2, title V, of the Social Security Act; see 
p. 105, line 17, of the bill). 


CHILD WELFARE SERVICES REIMBURSEMENT FORMULA 


We urged the House Ways and Means Committee, on June 23, 1958, to re- 
move the present provisions of the social security law with respect to the use 
of Federal child welfare funds in predominantly rural areas or other areas of 
special need. It was our premise that the population shifts revealed gravitation 
toward urban and metropolitan areas. Consequently, we suggested that the 
social security law be amended to provide that grants payable to States be related 
to the total number of children in the State rather than to just the number of 
children in rural areas. We are gratified and pleased to learn that the House 
Ways and Means Committee accomplished this most desirable change. This 
was accomplished by removing the language contained in sec. 521 (a), part 3, 
title V, of the Social Security Act, relating to the use of Federal child welfare 
funds in predominantly rural areas or other areas of special need, and sub- 
stituting a new formula for the allotment of these funds. Under H. R. 13549, 
the allotment is related directly to the total child population under 21 and 
inversely to the per capita income of the State. These amendments may be 
found in the following title and section of H. R. 13549. (See title VI, sec. 601, 
commencing on p. 98, line 23, and ending on p. 102, line 14, of the bill.) 

Mr. Chairman, we believe that the above cited amendments to the present 
social security law, are most commendable and long overdue. We urge you with 
all the persuasion at our command to report out favorably H. R. 13549 without 
amendment to the above cited titles and sections. 


Senator Bennett. Mr. Chairman, Mr. Marshall has been waiting 
here since 10 o’clock, and I think it is rather obvious Senator Malone 
is not coming back. I would like to move, unless Mr. Marshall has 
something else he wishes to volunteer to the committee, that this 2 
hours of waiting will be accepted as evidence of his good will, and that 
he be released. 

Senator Lone. Without objection, that motion is agreed to. 

Do you have any further comment you wish to make, Mr. Marshall? 

Mr. Marsnat. I have no further comment. 

Senator Lone. I believe you were examined rather fully yesterday, 
and you are entitled to be excused. 

Mr. Marswa.u, I take it I was; yes, sir. 

Senator Lona. Mr. Russell Bartley. 


STATEMENT OF E. RUSSELL BARTLEY, DIRECTOR OF INDUSTRIAL 
RELATIONS, ILLINOIS MANUFACTURERS’ ASSOCIATION, CHICAGO, 
ILL. 


Mr. Bartiey. Mr. Chairman and members of the committee, my 
name is E. Russell Bartley. I am director of industrial relations of 
the Illinois Manufacturers’ Association. 

I appreciate the opportunity of appearing before you today on 
behalf of the conference of State manufacturers’ associations, which is 
made up of 39 State associations, The combined membership of these 
organizations is estimated to be more than 40,000 employers. Our 
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members employ the great majority of the industrial workers in 
the Nation, and produce the bulk of the manufactured goods. 

Many of these State associations would have liked to present in- 
dividual statements during these hearings, but in compliance with the 
announced wishes of the committee to save time, they have agreed to 
the consolidation of their testimony under the auspices of the confer- 
ence of State manufacturers’ associations. 

The State associations which join in this statement are listed on the 
mimeographed statement, and I will not read them, but I request that 
the mimeographed statement be filed with the commitee. 

Senator Lone. That will be done. 

Mr. Barttey. If it is satisfactory, I will condense this statement 
and not read all of it. 

Senator Lona. Please do. 

Mr. Bartiey. Your committee has before you a bill which, if en- 
acted, would make drastic and far-reaching changes in the Federal 
Social Security Act. Benefits to retired and disabled workers and 
their dependents and survivors would be substantially increased. 

There would be a large increase in the payroll taxes to finance this 
program. Many other amendments which would liberalize various 
features of the act are included in the bill. 

The members of the foregoing associations employ a substantial 
number of the people who are covered under the OASDI program. 
The employers and the employees in the manufacturing industry pay 
a large share of the costs. No group in the United States is more con- 
cerned with the economic welfare of our country and its people than 
the 40,000 employers whom these associations represent. 

The associations and the manufacturing firms for whom I appear 
question seriously the need or advisability of any major changes in 
the social-security system at this time. We are of the opinion that it 
is unwise to enact legislation raising the cost of the program when 
the Federal administration, Congress, and the public in generally are 
vitally concerned with controlling inflationary pressures resulting 
from rising costs of doing business, and higher taxes at this time only 
add to the oppressive tax burden on the public and industry. 

This subject of having amendments made in election years has 
already been covered by several witnesses, but the program is being 
treated as a political expedient instead of being based upon the 
facts of the economic situation in the Nation. 

We feel that increases in benefits are not justified. H.R. 13549 pro- 
vides for a substantial increase in the monthly benefits under the 
OASDI program. The report of the House Ways and Means Com- 
mittee that the increase in benefits would amount to 7 percent. is mis- 
leading. Present beneficiaries would receive a 7 percent increase, 
but in addition—and this is a very important item of increased costs— 
a larger increase in benefits would result from the increase in the 
wage base from $4,200 to $4,800. 

In section 101 of the bill, an increase from the present maximum 
primary insurance amount of $108.50 to the new amount of $127 
is 17 percent, not 7 percent. 

Within a few years, an increasing number of beneficiaries will 
have their benefits computed on the $400 per month base and will be 
receiving the maximum primary insurance amount of $127, which I 
repeat is 17 percent higher than the present maximum. 
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Furthermore, the maximum family benefit amount is increased 27 
percent, from $200 to $254 per month, and that does not require the 
maximum average monthly wage. That maximum of $254 begins at 
an average monthly wage of only $320. 

_ The committee report has neglected to call attention to this very 
important cost feature of the bill. They keep referring to 7 percent. 

Workers who have been in the program for a number of years 
would pay a higher tax on a $4,800 wage base, but would not receive 
the benefit of higher insurance payments, because many of them 
would never qualify with a $400 average wage. 

_ The most common assumption used in the past to justify increases 
in benefit levels was that these increases were needed to help the re- 
tired person maintain a minimum or modest standard of living. 

In 1939, old-age benefits for a man and his wife over age 65 pro- 
vided 66 percent of the amount needed to maintain a modest standard 
of living; and in 1957, it provided 88 percent. 

Present proposals for amending the act would increase this per- 
centage to 103 percent. 

Adjustment of the BLS figures to June of 1958 indicates that a 
modest budget for an eledrly couple living in a large city and owning 
a home would be $162 a month. If they rent their home they need 
$190 a month. Present social security benefits provide $162.80 per 
month for an elderly couple. With the tax increase provided for in 
H. R. 13549, but without an increase in the earnings ee an elderly 
couple would receive $174 per month. 

This figure represents a greater proportion of the elderly worker’s 
budget than it has in past years, and no further increase is necessary. 

The proposed increases could be justified only on the basis that 
social security is expected to do more than provide a modest standard 
of living. But this is not the basic purpose of social security, the 
act. 

The basic floor-of-protection concept should be retained, and the 
present benefit amounts are adequate under that concept. 

According to the report of the House Ways and Means Committee, 
one of the reasons for increasing the benefit amounts is the 12-percent 
increase in wages and an 8-percent increase in prices since 1954. 

Using 1952 instead of 1954 as a base, and taking into account the 
changes made in benefits in 1952 and 1954, we find that the increase in 
benefits since 1952 has more than kept up with the increase in the cost 
of living. 

Benefits were raised in 1954 by more than 12 percent, and by more 
than 16 percent for those who retired after that time. 

The cost of living, however, rose only 8.3 percent from September 
1952 to June 1958. 

The substantial increase in the social-security tax would be a dou- 
ble-barreled increase. First, the tax rates would be raised and the tax 
increases would be accelerated over fewer years than is now scheduled. 

In addition, the wage base upon which the taxes are collected would 
be raised from $4,200 to $4,800. The added costs to workers and to 
employers would result in an increase in the tax, the maximum tax, 
from $94.50 to $120, which would amount to a 27-percent increase in 
taxes, which we feel is wholly unjustified, especially when the direct 
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benefits to the participating public would be increased within a range 
of from 7 to 14 percent. 

Justification for the increase in maximum earnings base from $4,200 
to $4,800, according to the House committee report, is that there has 
been a gradual decrease in the percentage of workers who have all of 
their wages credited under social security. 

In 1957, 48 percent of the workers had all their wages credited. 
About 56 percent would have received full credit under a $4,800 base. 

We question the desirability of maintaining a consistent percentage 
of persons who have all of their wages covered. According to the 
committee report, “The wage-related character of the system will be 
weakened and eventually lost” without increasing the earnings base. 

This would be valid only if the intent of the system were to replace 
a constant percentage of pay. 

It is the intention of social security to assure a minimum standard 
of living for all persons, and to provide relatively modest increments 
for people with higher pay. We can see no possible correlation be- 
tween the basic purposes of the system and the need to have at least 
half the working population subject to social-security taxes on their 
entire pay. 

The argument for any increase in wage base must be one of the fol- 
lowing: 

1. That social security eventually should become a complete system 
of income replacement for workers at all earnings levels and, in effect, 
replace private systems for pensions and death benefits. 

2. That more money should be raised from higher income groups 
to provide greater benefits for persons with lower earnings. 

We cannot accept either of these two arguments for increasing the 
wage base. We do not believe that social security was ever intended 
to accomplish these purposes. 

The social-security tax paid by many people is much higher than 
the income tax which they pay. In fact, in certain family classifica- 
tions there is no income tax liability, but the social-security tax is as 
high for those people as $94.50 per year. 

The social-security tax is levied on gross pay up to $4,200 per year, 
and the new proposal is $4,800, without the deductions or exemptions 
allowed in computing the income tax. 

Increasing the social-security tax for these same people is para- 
doxical. The social-security tax threatens to become the No. 1 tax 
problem for many people. It might edge the income tax off the cen- 
ter of the stage. 

The bill contains several provisions for liberalizing disability in- 
surance benefits which we believe are unwise. For example, it pro- 
vides for monthly benefits for disability insurance beneficiaries who 
have not 

Senator Bennett. Our copy has “which have not.” 

Mr. Bartizy. That is for benefits for disability insurance bene- 
ficiaries which have not been provided heretofore. It eliminates the 
disability benefits offset provision and makes possible collection of 
double benefits, which we feel would certainly encourage malingering. 

Retroactive applications for benefits would be allowed, and the work 
requirements would be modified. 
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In the words of the Ways and Means Committee, these changes 
would “liberalize the act.” To “liberalize” simply means to pay out 
more money. The report states that the special disability fund is in 
good condition because the withdrawals in the first year of operation 
were not as high as anticipated. This is as it should be. 

But now it appears that these liberalization features have been 
proposed in order to spend the money in the fund faster. 

ere is no sound reason for tinkering with the disability program 
and liberalizing it at this first opportunity to do so since its adop- 
tion in 1956. 

The Social Security Act provides for an Advisory Council on Social 
Security Financing with the duty to “review the status of the old- 
age and survivors’ insurance trust fund in relation to its long-term 
commitments.” Enactment of new legislation affecting costs and 
financing should be deferred until the Council’s study is completed 
and its report is submitted. 

Before any amendments are adopted, we believe common agreement 
should be secured on the basic purposes of the social-seeurity program 
and an effort made to stabilize the program. 

The Ways and Means Committee report goes to great length at- 
tempting to disprove the statement which has been made many times 
that the financing of the whole social-security program is actuarially 
unsound. It projects estimates of the costs of | benefit payments, tax 
income, and other data, up to the year 2020, but all of these data are 
based upon the benefit amounts and the tax schedule which are con- 
tained in H. R. 13549. 

We do not believe we can assume there will be no further amend- 
ments to the act between now and the year 2020. 

In one estimate the trust fund will be exhausted in 2010. That is 
only 52 years from now, and then we wonder what is going to happen. 

There is no need for sweeping changes in the law every 2 years. 
We believe that the situation has gotten out of hand. Weare alarmed 
when we envisage the end product of these intermittent and piecemeal 
changes. The insidious step-by-step growth and extension of the 
social-security program on many different fronts and the further 
pyramiding of the costs should be stopped or it will pose a serious 
threat to both the Nation’s economy and the morale of the people, as 
has been proven in England and Germany. 

We feel that the social-security program is rapidly snowballing 
into a gigantic giveaway without due regard to the impact on the 
future economy of the Nation. 

Continued liberalization of this program can only lead to the sad- 
dling of our children and grandchildren with an excessive tax burden 
which they may not be able to bear. We fear the continued extension 
of benefits and higher taxes will reach the point where the resultant 
financial burden on both individuals and the economy will nullify any 
benefits which the welfare of the country may be expected to receive 
from the social-security program. 

The provisions of this bill, if enacted, would have far-reaching ad- 
verse effects on the well-being of our economy and on the long-range 
financial soundness of the social-security benefit program for the aged 
and their dependents and survivors, and to disabled workers. 

I appreciate this opportunity to present our views on this subject. 

Senator Lone. Thank you very much, sir. 
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(Mr. Bartley’s prepared statement follows :) 


STATEMENT BY CONFERENCE OF STATE MANUFACTURERS’ ASSOCIATIONS Re 
H. R. 13549, AMENDMENTS TO THE SocraL Securiry Act 


My name is E. Russell Bartley. I am director of industrial relations of the 
Illinois Manufacturers’ Association, with offices at 200 South Michigan Avenue 
Chicago, Il. ; 

I am appearing today on behalf of the Conference of State Manufacturers’ 
Associations, which is made up of 39 State manufacturers’ associations. The 
combined membership of these organizations is estimated to be more than 40,000 
employers. Our members employ the great majority of the industrial workers 
in the Nation and produce the bulk of the manufactured goods. 

Many of these State associations would have liked to present individual state- 
ments during these hearings, but, in compliance with the announced wishes of 
the committee to save time, they have agreed to the consolidation of their testi- 
mony under the auspices of the Conference of State Manufacturers’ Associations. 

Following are the State associations which join in this statement: 


Associated Industries of Alabama. 
Associated Industries of Arkansas, Inc. 
California Manufacturers Association. 
Manufacturers Association of Connecticut, Inc. 
Associated Industries of Georgia. 
Associated Industries of Idaho. 

Illinois Manufacturers’ Association. 
Indiana Manufacturers Association. 
Iowa Manufacturers Association. 
Associated Industries of Kansas, Inc. 
Associated Industries of Kentucky. 
Louisiana Manufacturers Association. 
Associated Industries of Maine. 
Associated Industries of Massachusetts. 
Michigan Manufacturers Association. 
Minnesota Employers Association. 
Mississippi Manufacturers Association. 
Associated Industries of Missouri. 
Associated Industries of Nebraska. 

New Jersey Manufacturers Association. 
Associated Industries of New York State, Inc. 
Ohio Manufacturers Association. 
Associated Industries of Oklahoma. 
Columbia Empire Industries, Inc. 
Pennsylvania Manufacturers Association. 
Tennessee Manufacturers Association. 
Texas Manufacturers Association 

Utah Manufacturers Association. 

West Virginia Manufacturers Association. 
Association of Washington Industries. 
Wisconsin Manufacturers Association. 


Your committee has before you a bill which, if enacted, would make drastic 
and far-reaching changes in the Federal Social Security Act. Benefits to re- 
tired and disabled workers and their dependents and survivors would be substan- 
tially increased. There would be a large increase in the payroll taxes paid by 
employers and employees to finance this program. Many other amendments 
which would liberalize various features of the act are included in the bill. 

The members of the foregoing associations employ a substantial number of 
the people who are covered under the old-age, survivors, and disability insurance 
program. The employers and the employees in the manufacturing industry pay 
a large share of the cost of the program. 

No group in the United States is more concerned with the economic welfare 
of our country and its people than the 40,000 employers whom these associations 
represent. : 

The associations and the manufacturing firms for whom I appear seriously 
question the need or advisability of any major changes in the social-security 
system at this time. We are of the opinion that it is unwise to enact legislation 
raising the cost of the social-security program when the Federal administration, 
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Congress, and the public in general is vitally concerned with controlling infla- 
tionary pressures resulting from rising costs of doing buisness; and it is com- 
mon knowledge that higher taxes at this time only add to the oppressive tax 
burden on the public and industry. 

It is significant that in every election year since 1950, social-security benefits 
have been liberalized, while in nonelection years Congress has made no changes. 
The program is being treated as a political expedient instead of being based 
upon the facts of the economic situation in the Nation. Frequent inflationary 
changes in the benefit structure and cost structure of the program should be 
avoided. 

INCREASES IN BENEFITS ARE NOT JUSTIFIED 


H. R. 13549 provides for a substantial increase in the monthly benefits for 
beneficiaries under the old-age, survivors, and disability insurance program. 

The report of the House Committee on Ways and Means states, in section III 
A (2), “The bill would provide for an increase of about 7 percent over the levels 
provided in the present law.” The statement that the amount of the increase 
in benefits will be 7 percent appears many times throughout the report. This 
statement is very misleading. Present beneficiaries would receive a 7-percent 
increase but, in addition, and this is a very important item of increased cost, a 
larger increase in benefits will result from the increase of the wage base from 
$4,200 to $4,800. The proof is clearly shown in the table for determining bene- 
fits in section 101 of the bill. The present maximum primary insurance amount 
shown in column II is $108.50. The new maximum shown in column IV is 
$127. That is an increase of $18.50 and represents an increase of i7 percent, 
not 7 percent. 

The new insurance amounts for beneficiaries whose average monthly wage is 
$350 or less would be 7 percent higher than in the present scale. But within 
a few years, an increasing number of beneficiaries will have their benefits com- 
puted on the $400 per month base and will be receiving the maximum primary 
insurance amount of $127, which, I repeat, is 17 percent higher than the present 
maximum. Furthermore, the maximum family benefit amount is increased 27 
percent—from $200 per month to $254 per month. This is shown in column V. 
And that maximum amount begins at an average monthly wage of $320. The 
committee report has neglected to call attention to this very important cost 
feature of the bill. 

Workers who have been in the program for a number of years would pay a 
higher tax on a $4,800 wage base but would not receive the benefit of higher 
insurance payments because they would never qualify with a $400 average wage. 

The most common assumption used in the past to justify increases in benefit 
levels was that these increases were needed to help the retired person maintain 
a minimum or modest standard of living. The amount needed by an elderly 
worker and his wife to maintain a modest standard of living was measured 
by the Bureau of Labor Statistics in 1950. If the results of this study are ad- 
justed by changes in price levels due to inflation, we come to the following 
conclusion. In 1939, old-age benefits for a man and wife over age 65 provided 
66 percent of the amount needed to maintain a modest standard of living. In 
1957, social security for an elderly couple provided 88 percent of their needs 
for a modest standard of living. Present proposals for amending the act would 
increase this percentage to 103 percent. 

Adjustment of the Bureau of Labor Statistics figures to June 1958 indicates 
that a modest budget for an elderly couple living in a large city, and owning :‘ 
home, would be $162 per month. If they rent their home they need $190 : 
month. Present social security benefits provide $162.80 per month for an 
elderly couple. With the tax rate increase provided in H. R. 13549, but with- 
out an increase in the earnings base, an elderly couple would receive $174 per 
month. This figure represents as great a proportion of the elderly worker’s 
budget as it has in past years. No further increase is necessary. 

The proposed increases could be justified only on the basis that social security 
is now expected to do more than provide a modest standard of living, but this 
is not the basic purpose of the Social Security Act. The “basic floor of protec- 
tion” concept should be retained. The present benefit amounts are adequate 
under that concept. 

According to the report of the House Ways and Means Committee, one of 
the reasons for increasing the benefit amounts is a 12 percent increase in wages 
and an 8 percent increase in prices since 1954. While we agree with the gen- 
eral principle that benefits should reflect changes in the cost of living either 
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up or down, there is a legitimate question as to the basis upon which maximum 
benefits are set. If 1954 is the base, an 8 percent increase in prices is correct. 
However, using 1952 as a base and taking into account the changes made in 
benefits in 1952 and 1954; we reach the conclusion that no increase is neces- 
sary. The increases in benefits since 1952 have more than kept up with the 
increase in the cost of living. 

Benefits were raised in 1954 by more than 12 percent for those retiring through 
September of that year, and by more than 16 percent for those retiring after- 
ward. The cost-of-living, however, rose only 8.3 percent from September 1954, 
to June 1958. 

WOULD INOREASE THE TAX BURDEN 


H. R. 13549 provides for a substantial increase in social security taxes. The 
purpose of the increase is to pay for the higher benefits and to help overcome at 
least part of the current acturial deficit in the social security trust fund. 

It would be a double-barreled increase. First, the tax rates would be raised 
and the tax increases accelerated over fewer years than is now scheduled. In 
addition, the wage base upon which taxes are collected would be raised from 
$4,200 to $4,800. 

Taxes are scheduled to increase substantially in future years under present 
law. The present tax schedule and the proposed taxes and the accelerated 
schedule are set forth in the following table: 





Tax rate Maximum Tax rate | Maximum 
tax tax 

| | | 

Present law: Percent | TH, R, 13549: | Percent | 
Weer 8k at 24 $94. 50 TO ea Fe 214] $120 
PEP Obit kl i. 2% 115. 50 ROO ssl dsl csc 3 144 
Sen 3% 136. 50 | re 3% 168 
S| alice ieapines alana 3% 157. 50 | _ Sae 4 192 
1975 and thereafter_._.- 4% 178. 50 1969 and thereafter_. _- 4146 216 


The added costs to workers and to employers, effective January 1, 1959, would 
amount to a 27 percent increase in taxes which is exorbitant and wholly unjus- 
tified, especially when the direct benefits to the participating public are in- 
creased within a range of from 7 percent to 17 percent. 

The employers of the Nation are greatly concerned with the increasing tax 
burden which the social security program is placing upon employees and em- 
ployers. Under the existing law the projected tax under the present system 
will increase in steps to a total of 8% percent by 1975. H. R. 13549 would ac- 
celerate and increase this tax to 9 percent, starting in 1969. 

Justification for the increase in the maximum earnings base from $4,200 to 
$4,800, according to the House committee report, is that there has been a grad- 
ual decrease in the percentage of workers who have all their wages credited 
under social security. In 1957, 43 percent of the workers had all their wages 
credited. About 56 percent would have received full credit under a $4,800 base. 

If we accept the validity of these figures we still question the desirability 
of maintaining a consistent percentage of persons who have all of their wages 
covered. According to the committee report, “the wage-related character of 
the system will be weakened and eventually lost”—without increasing the earn- 
ings base. This would be valid only if the intent of the system were to replace 
a constant percentage of pay. However, the basic concept has always recog- 
nized that the intention of social security is to assure a minimum standard of 
living for all persons and to provide relatively modest increments for people 
with higher pay. We can see no possible correlation between the basic pur- 
poses of the system and the need to have at least half the working population 
subject to social security taxes on their entire pay. 

The argument of any increase in the wage base must be one of the following: 

1. That social security eventually should become a complete system of 
income replacement for workers at all earnings levels and, in effect, replace 
private systems for pensions and death benefits. 

2. That more money should be raised from higher-income groups to pro- 
vide greater benefits for persons with lower earnings. 

We cannot accept either of these two arguments for increasing the wage base. 
We do not believe that social security was ever intended to accomplish these 
purposes. 
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Several proposals have been before the Congress to reduce the Federal income 
tax for the lower income groups. Actually the social security tax paid by many 
people is much higher than the income tax which they pay. In fact, in certain 
family classifications there is no income tax liability, but the social security 
tax is as high as $94.50 per year. The social security tax is levied on gross pay 
up to $4,200 per year, without the deductions or exemptions allowed in computing 
the income tax. Increasing the social security tax for these same people is 
paradoxical. The social security tax threatens to become the No. 1 tax problem 
for many millions of people. It may edge the income tax off the center of the 
stage. 

DISABILITY PROVISIONS SHOULD NOT BE LIBERALIZED 


The bill contains several provisions for liberalizing disability insurance bene- 
fits which are unwise. For example, it provides for monthly benefits for dis- 
ability insurance beneficiaries, which have not been provided heretofore. It 
eliminates the disability benefits offset provision, and makes possible collection of 
double benefits, which would certainly encourage malingering. Retroactive appli- 
cations for benefits would be allowed and the work requirements would be 
modified. 

In the words of the Ways and Means Committee these changes would “liber- 
alize the act.” To “liberalize” simply means paying out more money. 

The report states that the special disability fund is in good condition. This 
is so because the withdrawals in the first year of operation were not as high 
as was anticipated. This is all to the good, and as it should be. Now it appears 
that these liberalizing features have been proposed in order to spend the money 
in the fund faster. It should be recognized that in any program such as this, 
the number of beneficiaries may be deceptively low during the first 1 or 2 years. 
After the program is in operation longer, the number of beneficiaries will in- 
crease substantially. There is no sound reason for tinkering with the disability 
program and liberalizing it at this first opportunity to do so since its adoption. 


LONG-RANGE PLANNING IS ESSENTIAL 


The Social Security Act now provides for the creation of an Advisory Council 
on Social Security Financing with the duty “to review the status of the old- 
age and survivors insurance trust fund in relation to its long-term commitments.” 
The Advisory Council is now engaged in such a study. Enactment of new legis- 
lation affecting costs and financing should be deferred until the Council’s study 
is completed and its report is submitted. 

Before any amendments are adopted, we believe that common agreement 
should be secured on the basic purposes of the social security system. 

If these objectives can be accepted and understood, the program will become 
more stable, will more adequately meet true group needs and will help individuals 
and employers in planning supplementary security protection. 


CONCLUSION 


The House Ways and Means Committee report goes to great length attempting 
to disprove the statement which has been made many times that the financing 
of the whole social security program is actuarially unsound. It projects esti- 
mates of costs of benefit payments, tax income, and other data up to the year 
2020. But all of these data are based upon the benefit amounts and tax schedule 
which are contained in H. R. 13549. Does this assume that there will be no 
further amendments to the act between now and 2020? In one estimate the trust 
fund will be exhausted in 2010. That is only 52 years from now. Then what? 

There is no need for sweeping changes in the law every 2 years. We believe 
that the situation is getting out of hand. We are alarmed when we envision 
the end product of these intermittent and piecemeal changes. The insidious step- 
by-step growth and extension of the social security program on many different 
fronts, and the further pyramiding of the costs must be stopped, or it will pose 
a serious threat to both the Nation’s economy and the morale of the people. 
This has been proven in other countries, especially in England and Germany. 

We feel that the social security program is rapidly snowballing into a gigantic 
giveaway without due regard to the impact on the future economy of the Nation. 

Continuing liberalization of this program can only lead to the saddling of our 
children and grandchildren with an excessive tax burden which they may not be 
able to bear. We fear that the continued extension of benefits and higher taxes 
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will reach the point where the resultant financial burden on both individuals and 
the economy will nullify any benefits which the welfare of the country may be 
expected to receive from the social security program. 

To millions of people in the United States, the social security system repre- 
sents the basic foundation for their own retirement security, as well as for the 
protection of their dependents. Almost every American has a stake in the sound- 
ness and stability of this program. As we have previously pointed out, the pro- 
posals contained in H. R. 13549 will have a substantial and far-reaching impact 
on the entire old-age and survivors insurance program. Such a program can 
only be instituted after a comprehensive study of all of the factors involved, 
and should not be initiated unless it can be soundly financed and administered. 

The provisions of this bill, if enacted, would have far-reaching adverse effects 
on the well-being of our economy and on the long-run financial soundness of the 


social security benefit program for the aged and their dependents and survivors, 
and disabled workers. 


We appreciate this opportunity to present our views on this serious matter. 
Senator Lone. Mr. James J. Maher. 


STATEMENT OF JAMES J. MAHER, CHAIRMAN, SOCIAL SECURITY 
COMMITTEE, COMMERCE AND INDUSTRY ASSOCIATION OF NEW 
YORK, INC.; ACCOMPANIED BY MAHLON Z. EUBANK, COUNSEL, 


SOCIAL SECURITY DEPARTMENT, COMMERCE AND INDUSTRY 
ASSOCIATION OF NEW YORK, INC. 


Mr. Mauer. My name is James J. Maher. I appear here as chair- 
man of the social security committee of the Commerce and Industry 
Association of New York. I am accompanied by Mahlon Z. Eubank, 
who is counsel to the social security department of that association. 

Mr. Chairman, I realize the time that has been taken up of your 
committee by reading prepared statements. I have a prepared state- 
ment which I would like to have entered into the record. 

Senator Lone. That may be done. 

Mr. Maner. With your permission, I would like to make some com- 
ments on the high spots of it. 

As our statment indicates, we are most concerned over the fact there 
have been many major changes in our social security system in every— 
well, we have had a pattern of every 2 years since 1950. I think there 
were four changes in all, and it has now become a fairly regular pat- 
tern. 

It is not unfair to say that under this pattern, many changes could 
be made in the future which may not always be in the best interests of 
a sound program. 

As was indicated in the House committee report, revisions which 
are not always the result of a sound study or an orderly study could 
jeopardize the soundness of the system; and in that connection, Mr. 
Chairman, I know this report is familiar to you, but I would just like 
to mention that the report does indicate, as was considered there, that— 
the latest long-range estimates prepared by the Chief Actuary of the Social 
Security Administration show that the old-age and survivors part of the pro- 


gram (as distinct from the disability part) is further out of actuarial balance 
than your committee considers it prudent for the program to be. 


In addition, it points out: 


In addition to the need for action to reduce the insufficiency in the financing of 
old-age and survivors insurance over the long range, there is need for action to 
improve the condition of the system over the next few years. This vear, for the 
first time in the 18 years since benefits were first paid, the income to the old- 
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age and survivors insurance trust fund is slightly less than the expenditures 
from the fund. 

Senator Lone. Of course, as you know, sir, there are some of us 
who have felt that the program should not be put on the funded 
basis in any event. For example, some of us feel that this program 
should have been on more of a pay-as-you-go basis in order that we 
might provide more liberally for those who retired now, and those in 
the future should carry the cost and will perhaps be better able to do 
so than the present taxpayers. 

The chamber of commerce position has been, incidentally, that it 
should be on a pay-as-you-go basis. So while it is true we are not in 
an actuarial balance, there are some of us who never felt that we 
should be that way, that we should never try to accumulate a tremen- 
dous trust fund. 

Mr. Mauer. Yes,sir. My concern would be, and it is probably some- 
what old-fashioned, in the sense that I think we have to think of the 
future younger generation and not consider that we have passed on to 
them a tremendous load which they may regard as our present genera- 
tion having ridden piggy-back on them. 

Senator Lone. Of course, my general feeling is if we take too much 
from those who are working today to accumulate these huge funds, in 
many instances we might have the effect of forcing them to deny 
their children the opportunity to have a better education or better 
chance in life, and this might actually take more from the subsequent 
generation than we would have taken if we had given them a better 
education and better start in life. 

Mr. Mauer. Perhaps, Mr. Chairman, I should say in talking about 
the point of financial soundness, our organization does favor the 
principle of pay-as-you-go. We are concerned, of course, when these 
changes are made and benefit increases are provided, that there should 
be corresponding increases in the tax structure of the act. We feel, 
however, that that change might be best made in the form of an in- 
creased rate. 

Senator Lone. I am frank to say what I have never been able to 
understand is why the American Federation of Labor and their af- 
filiates have always insisted that the pay-as-you-go approach should 
not be used. The chamber of commerce has favored it. You tell me 
your association of commerce and industry favor it. 

This so-called funding approach is just a matter of retiring the 
public debt with payroll taxes, because eventually we will reach the 
day when the Federal Government will hold $250 billion or $300 
billion of funds in one fund, and the public debt in the other, and it 
simply will be a transfer of payment back and forth, the obligation 
of the Federal Government being the same, to make these payments 
as people retired. I do not know of anyone who contends that funds 
should ever be reduced; they should always be increased. 

Mr. Maner. Yes, sir. I think that our concern is indicated more 
by the experience this year or the indications in 1959 of the deficiency 
between the income and contributions as against the estimates which 
were made some years ago, and that bears on another point in our 
statement, Mr. Chairman. 

I do not wish to imply that we, in our statement, think that all of 
the Members of this Congress are sensitive to political pressures in 
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terms of what has happened, but we do feel—I myself have had a 
great deal of experience with pension planning and programing, and 
I know when you make a change with so many complex factors in- 
volved, that everyone may not be a specialist in this field, with all 
due respect to Members of Congress, who are very able men in their re- 
spective fields, and that sometimes it can be important to have the 
benefit of long-range, competent study. 

I think that was contemplated in the 1956 amendments which pro- 
vided for the appointment by the Secretary of Health, Education, and 
Welfare of an Advisory Council, and that Council was, I believe, 
scheduled to report its findings by the end of this year, and apparently 
the legislation you now have before you, which is the subject of this 
hearing, was conceived in the House, as all tax legislation is, and we 
do not feel this has had the benefit of the full, long-range study, the 
benefit of the results of a study that would have been made by the 
Advisory Council. 

We think that that, in a way, is better than the piecemeal kind of 
adjustments we may get which may be conceived rather hastily, and 
there are many, many changes in this bill, many aspects of the social 
security system are affected by it. 

That is why we prefer and recommend that the committee com- 
posed of the Secretaries of Labor, Health, Education, and Welfare, 
Treasury, and Commerce, be set up to make a study every 2 years, real- 
izing it is important to review the system in the light of changing eco- 
nomic factors. 

That committee, however, could do this in a very competent and 
very orderly system of study, and then the Congress would certainly 
have the benefit of it. 

And I think, too, that if the Congress was in a position to make 
these changes on the basis of a study of that kind, they could insure 
the soundness of the system over the long-range point of view. 

There are a few other things, Mr. Chairman, I would like to com- 
ment on in relation to our report, and if Congress considers it neces- 
sary to enact this legislation, with the increased benefits provided of 
approximately 7 percent, that no increase be made in the tax wage 
base, but rather, that if it is necessary in the interests of sound finan- 
cing to provide for additional income, that that be done through a 
tax rate adjustment on the existing wage base. 

There is one thing that has been discussed here, Mr. Chairman, and 
that is this disability offset provision, and I would like to speak to that 
with reference, first of all, to the excellent work which has been done 
in New York under our various rehabilitation programs related to our 
workmen’s compensation laws, and also under the Social Security Act, 
and I would just like to give you the example of a situation where a 
married man in New York earning $400 a month, who becomes totally 
disabled due to an occupational accident, would receive, under the 
workmen’s compensation law, $45 a week or $186 a month for the 
rest of his life, assuming it was that type of disability. 

Senator Lone. For the rest of his life ? 

Mr. Mauer. Workmen’s compensation. 

Senator Lone. That is the New York law? 

Mr. Maner. Yes, sir. 

Senator Bennett. I think that is the law in other States where the 
disability is of such a nature that it can be presumed to last for the 
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rest of a person’s life. I have a friend who was a nurse who acquired 
TB in a wars rs serving a patient, and the State of California 
awarded her disability for the rest of her life. She has overcome the 
TB, but the —s run on, on the basis that TB is supposed to be 
a serious condition. She will get it for the rest of her life. 

Senator Lona. It has never been that liberal in Louisiana. It lasted 
over a period, I was trying to recall, about 8 years, or something, 
perhaps slightly longer than that, but after that is gone then that is 
- end of it, and it is only a maximum of $30 a week for that period 
of time. 

Senator Bennerr. There are some States where, by the nature of 
the disability, the compensation is lifelong. 

Mr. Mauer. Well, that certainly is true in New York. I am not 
— with the other States, but I am sure it could be so in other 

tates. 

Under this bill, if it is enacted, that same worker, if he is age 50, of 
course, and over, in 1959, and taking the benefit just for him and his 
wife, would receive $174, or in other words, a total of $360 a month. 
That is the $186 plus $174. 

All of this would be entirely tax free. And this same individual, 
when he worked in active employment and earned $400, and assuming 
an exemption only for him and his wife, would be subject to a straight 
maximum withholding of $53.60, leaving him a net monthly income 
of $346.20. 

Actually he would be better off with the disability income, that is, 
the combined disability income, if these changes are enacted, combined 
with the workmen’s compensation benefit, than when he was actively 
working. 

Senator Lona. Is your objection to that the fact that his income 
would then exceed by $4 what he was making, or the fact that it would 

rovide an incentive for someone to malinger and to decline to 
rehabilitate himself? 

Mr. Maner. Mr. Chairman, we have found with regard to our New 
York experience, and I think some of our investigations have shown 
that, we have had a number of Moreland Act investigations in New 
York, that there is a natural inclination to offset the efforts made to re- 
habilitate if there is a financial incentive, depending upon, of course, 
the nature of the disability and the circumstances of the disability. 

I do not know how many situations we would have where that 
would be so, but there are always those borderline cases where con- 
tinuing efforts are made at rehabilitation, with some measure of 
success, and I think that is also true of the measures set up under 
the social security system. 

Now there is one other point in our report, Mr. Chairman, I would 
like to comment on, and that is 

Senator Lona. There is this point, too, which occurs to me, how- 
ever, where a person is genuinely disabled, and I am not speaking 
of malingering, I am speaking of a person where the medical evidence 
is all there to show he had been completely disabled. Suppose he is 
working in a plant and acid flies in his eyes and blinds him com- 
pletely. Generally speaking, you regard a blind man as completely 
disabled. Even though you could find something for him to do, in a 
case of that sort he does lose the opportunity to advance and to go ahead 
and earn more than he had been earning in the past. 
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Mr. Mauer. Yes, sir. 

Senator Lone. If he is disabled at an age, particularly right now— 
this only applies to age 50 now, but if it should be applied to a younger 
age, if he is disabled at a stage in life where he had the opportunity to 
advance and he loses that, the disability payments, of course, if they 
exceed somewhat his earnings, could never give him what he might 
have achieved had he been able to advance. 

Mr. Mauer. No, sir. In a normal advancement of a man’s active 
career, which is a factor you cannot disregard, he certainly has been 
deprived of all opportunity to advance careerwise or to advance in 
terms of income. That would certainly be true, Mr. Chairman. 

Senator Lona. In other words, as far as a worthy person is con- 
cerned, he would not trade you an additional $4 of income for being 
disabled and confined to his home for the rest of his life. 

Mr. Mauer. I do not think in the majority of cases that would be 
true. 

Senator Lone. Of course, your point is that the income should not 
exceed what the man was earning at the time he was disabled. 

Mr. Mauer. That is right, Mr. Chairman. 

Senator Lona. Yes. 

_ Mr. Maner. Mr. Chairman, on the subject of annual reporting, this 
is something, again, I am sure you are aware of. 

It is not just a matter of what this means to business in terms of 
millions of dollars of costs, but certainly it also adds a great deal of 
expense to the Government. On the Federal side, it seems that millions 
of dollars could be saved annually by eliminating the need for the vast 
machinery and processing of these records. 

I think Secretary Folsom or former Secretary Folsom pointed that 
up in his testimony before the House, to some degree. 

We certainly recognize it in business, and it does cost business many 
millions of dollars. 

Now, at a time when the Government certainly, I am sure, is anxious 
to find ways to reduce expenses, it seems to me this could result in a 
substantial savings to the Government if we had annual reporting 
in place of the present quarterly reporting. 

The W-2 form or the procedure that we use for reporting income 
taxes to the Government on the informational basis could be combined 
with this reporting for social security. 

Senator Lone. Is that in the bill at the present time ? 

Mr. Mauer. It was discussed before the House in the hearing, but 
there is no provision in the bill covering this matter. 

Senator Lone. In other words, you would like annual reporting in 
payment of the social-security tax ? 

Mr. Mauer. Yes, sir. Means could be set up as it is now for the 
remitting of the funds so there could be protection against defalca- 
tion or the actual withholding of the employees’ contributions, but 
the reporting aspect in detail to be on an annual basis instead of the 
present quarterly basis of reporting the detailed earnings for each 
separate employee and the tax withheld. 

T understand, I think, former Secretary Folsom pointed out 

Senator Lone. As a matter of fact, we have the averaging process 
in this bill, so far as the welfare payments are concerned, and that 
would help the Department to administer a welfare program rather 
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than trying to check how much each individual payment was, and set 
it up on a case-by-case basis, 10,000 cases for a single State, for 
example. 

Mr. Maner. Yes, sir. 

Senator Lone. Administratively, that would relieve them of a great 
burden. If we could ever work out something to relieve you employers 
of all the detailed bookkeeping and let you average out your remit- 
tances based on social security and unemployment payment, it cer- 
tainly would ease your burden. 

Mr. Mayer. It certainly would be a great improvement over the 
present procedure, Mr. Chairman. 

Mr. Chairman, that is all I have to offer or comment on with respect 
to our statement or this bill. 

I appreciate the opportunity to appear before this committee and 
present our views on this bill. 

Senator Lone. Thank you very much. 

(Mr. Maher’s prepared statement follows :) 


STATEMENT OF THE COMMERCE & INDUSTRY ASSOCIATION OF NEW York, INC., 
CONCERNING LEGISLATION AMENDING THE SocraL SEcurRITY ACT 


Presented by James J. Maher, chairman of the social security committee of 
Commerce & Industry Association of New York, Inc., and assistant vice 
president of Chase Manhattan Bank 


Commerce & Industry Association of New York, Inc., the largest service 
chamber of commerce in the East, represents approximately 3,500 employers, 
large and small, in all branches of industrial and commercial activity, including 
many corporations headquartered in New York but engaged in multistate activi- 
ities. Through its social-security committee, which includes many of the Nation’s 
leading tax and personnel executives, and its social-security department, the 
association studies and actively represents management thinking on legislation 
involving the Social Security Act. The Commerce & Industry Association 
appreciates the opportunity to appear before your committee for testimony on 
this important proposed legislation. 

The principal subject of this hearing is the Mills bill, H. R. 13549, recently 
passed by the House of Representatives. At the hearing before the House Ways 
and Means Committee when legislation on this subject was being considered, the 
Commerce & Industry Association submitted a statement dealing with the 
broad issues of social-security legislation. In effect this statement pointed up 
the policies adopted by the association in the field of old-age and disability 
insurance. Since they are pertinent to the subject of this hearing, we hereby 
submit them to your committee and ask that they be considered in connection 
with any social-security legislation that may be enacted. 


COVERAGE 


We favor broad extension of coverage since this forms the basis for the 
soundest kind of program. 

The coverage of substantially all gainfully employed persons (to the extent 
administratively feasible) is an essential requirement of a sound social insurance 
system. Such a system should be developed to give a basic minimum of economic 
protection. Special exemptions have progressively harmful effects on the benefits 
of those persons who move from covered employment to employment left uncov- 
ered by the act. 

Integration of railroad retirement and Federal civil service programs with 
OASI would be highly desirable. Today 1.9 million Federal employees are under 
civil service and 1.2 million railroad employees are covered under the railroad 
retirement program. These employees should be covered by the basic social- 
security system with the present special systems for them modified so as to 
produce results comparable to the overall benefits provided from private industry 
pension plans and OASI. 
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Another area in which coverage should be extended involves United States 
citizens employed by foreign subsidiaries of American companies. At the pres- 
ent time such employees may not be covered unless each and every one is covered, 
We recommend amending the law to permit the coverage of any number of such 
employees with the proviso that all new employees subsequently hired would 
be automatically covered. 

FINANCING 


We favor a system of financing completely supported by payroll taxes and 
based on the pay-as-you-go principle. The payroll taxes should be contributed 
equally by employer and employees. 

A true pay-as-you-go system makes the taxpayer conscious of the actual cost 
of old-age protection, balancing what might be considered desirable on the one 
hand against the cost of financing the program on the other hand. 

For 1957, social security taxes (not including taxes for the new, separate 
disability program) yielded approximately $6.9 billion while benefit payments 
totaled $7.3 billion. It was the first year since the inception of the program in 
which contributions failed to cover benefit payments. Administrative expenses 
came to $162 million, but interest earned on the $22.4 billion fund totaled slightly 
over $537 million. Thus the system just above broke even. It was not expected 
to need the interest income to break even before 1959. 

For 1958, the likelihood of a deficit contrasts with a previous prediction of a 
$600 million surplus during the year. It is now estimated that 1958 contributions 
will bring in $7.3 billion and interest earnings will be about $600 million, indi- 
eating a deficit of $500 million. 

For 1959, present expectations are that the fund will run $500 million in the 
red compared with an earlier expected increase of $250 million. Contributions 
are due to bring in $8.6 billion and interest $567 million. Benefits may climb to 
$9.5 billion, while administrative expenses stay at $156 million. 

To the extent that the Government is making payments in the form of interest 
on the debt, the Government is making a substantial contribution to the social- 
security financing. Such interest payments must be made out of the tax revenues 
of the Federal Government. Placing the system on a true pay-as-you-go basis 
would eliminate such Government contributions, leaving the reserve fund avail- 
able for contingencies as explained later. 

As a means of implementing the pay-as-you-go concept, we favor a periodic 
2-year review of tax needs to provide the benefits. Under such a plan we pro- 
pose that in each odd-numbered year a committee, composed of the Secretaries of 
the Treasury, Commerce, Labor, and Health, Education, and Welfare, merely ad- 
vise the Congress on the estimated benefits to be paid during the next 2 calendar 
years based upon the then existing benefit schedules and, further, advise the 
Congress of the contributions necessary to finance these benefits. It it is found 
that the benefit costs would exceed the amounts collected through payroll taxes, 
we recommend that the additional amount be paid out of the reserve. Further, 
if during the 2-year period Congress increases the benefits under the law or 
amends the law in any manner that would seriously affect the committee’s bene- 
fit estimates, then the committee would be obligated to recommend a new tax 
rate to the Congress which would then enact legislation making the new rate 
effective for the succeeding calendar year or years. 

Under such a proposal there would be no need for automatic graduated rates 
as presently provided under the law, since, as we have seen in the past, no one 
can predict with accuracy the tax needs for any extended future period. The 
review by this committee would cover the pension and survivorship fund and 
the fund for disability benefits. The two funds should be maintained separately 
so as to indicate the cost of each program. 


TAX ON SELF-EMPLOYED 


The contribution rate for the self-employed should be equivalent to the contri- 
bution rates of the employer and employee combined. 

We cannot agree with any proposal that self-employed individuals should pay 
only 11%4 times the employee contribution rate and be subsidized in relation to the 
amounts required for an employee in covered employment. 

The self-employed should pay the combined rate of both the employer and em- 
ployee, and it is our recommendation that at least one-half of such combined tax 
be permitted as a business expense on the self-employed’s income tax return. 
This deduction would conform with the deduction of OASI tax now permitted 
as a business expense to employers. 
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INCOME-TAX TREATMENT OF CONTRIBUTIONS AND BENEFITS 


We do not favor permitting the deduction of OASI contributions on personal 
income-tax returns while continuing the exclusion of social-security benefits from 
taxable income. 

We recommend that study be given to the feasibility of permitting the deduc- 
tion of OASI contributions on personal income-tax returns while at the same 
time requiring that benefits received be treated as taxable income. With an 
increasing number of persons collecting OASI benefits, many beneficiaries are 
given an unneeded and inequitable tax advantage with discriminatory effect in 
relation to the taxable status of insurance annuities and private pensions. 
Making OASI benefits taxable would not affect those whose pfincipal income on: 
retirement is derived from OASI benefits, since those over age 65 have the benefit 
of double exemptions. 

TAX-BASE LIMITATION 


We strongly urge retention of the existing tax base with $4,200 as the maxi- 
mum amount of wages subject to contribution and used in the computation of 
benefits. 

If the system is placed on a pay-as-you-go basis, we recommend that the ad- 
ditional revenues required to cover the cost of existing or increased benefits he 
met through an increase in the rate of contribution rather than by increasing the 
wage base. 

BENEFITS 


Social security benefits should be related to wages and should provide bene- 
fits which represent a basic floor of protection. 

It was never contemplated that benefits should be set at the level of comfortable 
living. In our present social order a substantial number of employed indi- 
viduals are provided with private pensions and those in the professional and self- 
employed categories are expected to provide, in addition to this basic old-age 
insurance protection, some part of the financial provision for their old age. 

Benefit increases have been made over the years. Since 1951 the benefits have 
increased by more than 100 percent. During this period the maximum primary 
benefit has gone from $42.20 a month to $108.50. The maximum survivorship 
benefit rose from $90.40 to $200. 

It is recognized that to provide a minimum floor of protection it is neces- 
sary to protect present beneficiaries and prospective beneficiaries from the in- 
roads of inflation and insure that benefits are reviewed from time to time in 
the light of changing economic conditions. 

The committee which we have proposed to conduct periodic reviews of the 
system could also be charged with the responsibility of advising the Congress 
of the need for changes in the act to meet economic fluctuations. 


REDUCTION IN AGE 


We do not favor a reduction in the eligibility age of retired male workers 
from the present age 65 and for the female workers or widows below the present 
age of 62. 

Congress should take no action which would discourage the hiring of older 
workers. To maintain our favorable economic position in competitive world 
markets and keep abreast of the needs of a rising population, the skills of the 
older worker must be used. It would not be sound or fair for the younger 
worker, through an ever-increasing tax rate on his salary paid by himself and 
his employer, to pay for the retirement of a substantial segment of our popu- 
lation who could work and are available for employment. 

We believe that any reduction in the retirement age would be undesirable 
for the following reasons: 

1. The present retirement age of 62 for women already discriminates 
against the men. To lower this age further will increase such discrimination 
and may cause a commensurate reduction in the retirement age for men. 

2. Company, industrial, voluntary, or Government pension plans have 
grown at an accelerating rate. They are geared to the Social Security Act 
as to the age of retirement. Further lowering the age would conflict with 
and greatly complicate the administration of the numerous private pen- 
sion plans which set the normal retirement age at 65. 
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3. These private pension plans plus social security have resulted in a 
constantly increasing number of workers retiring at the age of 65 and 
at a time when life expectancy is increasing. Lowering the age for social 
security benefits will facilitate compulsory retirement under private pen- 
sion plans, thereby inducing voluntary retirement at an age that would be 
contrary to the national interest. 


WORK TEST 


We do not favor any liberalization in the work test and recommend that 
the work test applicable for both the employed and self-employed be made 
equitable in determining entitlement to benefits. 

Under the present law the work test is on an annual basis. In any year before 
the beneficiary reaches 72 and earns more than $1,200, the number of monthly 
benefit checks due him for the year will depend on the amount of his total 
earnings and on how much work he did in each month. In general, the bene- 
ficiary loses his right to 1 month’s benefit check for each $80 (or fraction of 
$80) of earnings over $1,200 in the year. No matter how much the beneficiary 
earns in a year, however, he can receive the monthly payment for any month 
in which he neither earns wages of more than $80 or renders substantial service 
in self-employment. After the beneficiary reaches age 72, this earnings test 
does not apply. 

The present provisions discriminate in favor of the self-employed because 
of the test of substantial earnings in a given month. It leads to discrimination 
whereby an individual can earn in 1 month a large sum of money and still be 
entitled to the collection of monthly benefit checks even though the $1,200 limit 
has been exceeded. We believe that to make the work test equitable, the $1,200 
limit should apply to both the employed and the self-employed without the test 
of substantial services in the latter case, and that 1 month’s benefit be suspended 
for each $80 earned in excess of $1,200. 


DISABILITY 


We do not favor liberalization or extension of the disability features of the 
program, but recommend that provision be made for the inclusion of dependents 
of disabled persons in the determination of benefits just as is presently done in 
the old-age and survivors insurance. 

In line with this position we are opposed to— 

(a) Further liberalization of the disability benefit freeze provisions ; 

(6b) Lowering the age for disability benefit entitlement under 50; 

(ce) Inclusion of hospitalization or any other benefits not presently in the 
program and not connected with the wage loss concept of the program. 


ANNUAL REPORTING 


We favor the elimination of quarterly wage listings and the adoption of annual 
reporting for social security purposes. 

There is no justification for continuing the quarterly reports. Quarterly re- 
ports complicate the payroll and accounting procedures of every business firm. 
They add greatly to the operating expenses and they are a complete economic 
waste. There is no reason why social security wage information for an uncom- 
pleted calendar year could not be secured on a request basis when necessary. As 
a matter of fact, the records themselves are usually 6 months late in being posted, 
so that when current wage information is necessary in connection with a sur- 
vivor’s claim for benefits it is necessary for the social security agency to secure 
current information from the employer. 

On the Federal side, millions of dollars could be saved annually by eliminating 
the need for processing these records. At atime when the Government is search- 
ing for ways to reduce expenditures by billions, the saving of millions will help. 
The W-2 form for income tax purposes and form 941 should be combined in a 
single annual report. 

It would be well to point out that reporting of wages for the self-employed 
has been on an annual basis and worked well. In the same manner as with the 
self-employed, four quarters of coverage can be credited for each year in which 
the individual had earnings of $400 or more. 
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H. R. 13549 


With respect to the provisions of H. R. 13549 as passed by the House, we sub- 
mit for your consideration these observations: 

This bill liberalizes the benefits and also makes provision for increased taxes 
to finance the benefits. On page 3 of the report of the House Ways and Means 
Committee on this bill, the following statement appears: 

“In addition to the need for action to reduce the insufficiency in the financing 
of old-age and survivors insurance over the long range, there is need for action 
to improve the condition of the system over the next few years. This year, 
for the first time in the 18 years since benefits were first paid, the income to the 
old-age and survivors insurance trust fund is slightly less than the expenditures 
from the fund. If no changes are made, outgo will continue to exceed income 
in each year until 1965. Your committee believes that a situation where outgo 
exceeds income for 7 or 8 years is one that should not be permitted to continue. 
We believe that public confidence in the system—so necessary if it is to provide 
real security for the people—may be impaired if the trust fund continues to 
decline.” |Emphasis supplied.] 

We commend the House committee for evidencing concern that public con- 
fidence in the system could be impaired if the fiscal stability of the fund is 
weakened. Our association is also concerned about the financial soundness of 
the system and urges that no measures be enacted which will in any way impair 
its soundness, 

In 1956 the Congress evidenced the same concern and granted to Secretary 
Folsom the authority to appoint top experts in the field of labor management 
and education to serve as members of an Advisory Council on Social Security 
Financing with instructions to report the results of their findings and make 
recommendations to the Congress by the end of 1958. We therefore strongly 
urge that in the interest of a sound social security program no action be taken 
by Congress to amend the act until it has had the benefit of the Advisory Coun- 
cil’s study. Changes that are the result of a competent and thorough study 
will prove more beneficial to the people of this Nation than those which are hast- 
ily conceived and enacted under any kind of pressure or for reasons of expe- 
diency. 

We recognize, however, that Congress may consider it necessary to enact some 
legislation at this session. In that event we would prefer that— 





BENEFIT INCREASE-——TAX BASE 


The 7 percent benefit increase be applied to existing and future beneficiaries. 
This would result in the present maximum of $108.50 being increased to $116 
without any change in the $4,200 tax base. 

At this time there is no need for haste to increase benefits beyond what would 
be available under the $4,200 base because on page 11 of the report of the 
House Ways and Means Committee it is pointed out that— 

“For those coming on the rolls in the future, the range of benefit payments, 
taking into account the increased earnings base, would be from $33 to $127, 
although it will be many years before anyone will be able to get the mawimum 
amount.” [Emphasis supplied. ] 

In ract the vast majority of workers who are credited with $4,200 (the maxi- 
mum) in 1956, 1957, and 1958 for the purpose of determining their average 
monthly wage when they retire will never qualify for the maximum primary 
benefit of $127 urder H. R. 13549. In fact, under this bill no one who retires 
in 1959 will be able to obtain a primary benefit of more than $119. There would 
be very few who could achieve a primary benefit over $116. 


TAX INCREASE 


We acknowledge that if Congress at this time makes only a 7 percent increase 
in benefits with a maximum primary benefit of $116, an appropriate increase in 
the tax rate may be necessary. In that event we would not favor increasing 
the wage base to provide additional revenue but believe this might be accom- 
plished by increasing the tax rate on the existing wage base. 
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BENEFITS FOR DEPENDENTS, DISABLED WORKERS, AND MISCELLANEOUS PROVISIONS 


In our opinion the major changes in the social-security structure provided for 
in H. R. 13549 were not the result of adequate study. 

An illustration of this lack of study is the elimination of the disability benefit 
offset provisions. Under these provisions workmen’s compensation will no longer 
be deducted from disability payments. Obtaining both disability payments and 
workmen’s compensation will result in many cases of the individual receiving 
more in benefits for both programs than he would receive while working. Take, 
for example, a married man in New York earning $400 a month who becomes 
totally disabled due to an occupational accident. He would receive under the 
workmen’s compensation law $45 a week or $186 a month for the rest of his 
life. Under this bill, if the same worker is age 50 or over in 1959 he and his 
wife would receive $174 in addition ($116 plus $58) in disability benefits. This 
would provide a combined monthly income of $360 ($186 plus $174), all of which 
would be entirely tax free. While this same individual worked, however, the 
$400 he earned in wages was subject to income tax and, more specifically, a 
monthly Federal income tax withholding of $53.80, leaving him with a net in- 
come of $346.20. This could have the effect of counteracting the excellent re- 
habilitation programs that have been set up to help these individuals. 


CONCLUSION 


Many authorities concerned with the long-range soundness of the social se- 
curity program do not feel that there has been ample opportunity to determine 
whether the many major changes in H. R. 13549 are sound from every point of 
view. 

The general welfare of our Nation and its economy is closely integrated with 
our social-security system. It should be properly balanced with the needs of the 
aged, the general welfare of the community and the best interest of our economy. 

For these and other reasons we have stated we urge that no changes be made 
in the Social Security Act until Congress has had the benefit of an adequate study 
to guide it in determing what revisions would be in the interest of a sound 
system. 


Senator Lone. This concludes the hearing so far as the public wit- 
nesses are concerned. 


Tomorrow morning, Secretary Flemming will return for a short 
period of questioning at 10 o’clock. 


(By direction of the Chairman, the following is made a part of the 
record :) 


New York State CaTHOLIC WELFARE COMMITTEE, 
Albany, N. Y., August 8, 1958. 
Hon. Harry F. Byrp, 
Chairman, Finance Committee, 
United States Senate, Washington, D.C. 


Dear SENATOR ByrpD: There is before your committee for consideration H. R. 
13549 by Mr. Mills, introduced in the House of Representatives on July 28, 
1958. I have been advised that your committee has provided for hearings 
thereon to be held on August 8 and 11. I regret that circumstances prevent my 
arranging to appear at the hearings so fixed. I am, therefore, submitting 
herewith for the consideration of the committee our views with respect to one 
portion of the bill. 

On behalf of the many voluntary charitable endeavors of the Catholic Church 
in New York, our committee has participated with continued interest in the 
development and growth of programs in the field of social welfare, and in partic- 
ular in the field of maternal and child welfare. For this reason, we have a deep 
and abiding interest in the program established by the Federal Government un- 
der title V of the Social Security Act. 

We have not had the opportunity to give consideration to the many and varied 
provisions of the bill under discussion, and, therefore, confine our comment to 
section 601 thereof, page 97 of H. R. 13549. 

This section of the bill before your committee, H. R. 13549, proposes a major and 
significant change in the structure of the program provided by title V, part 3, of 
the Social Security Act in that it proposes that the funds thereunder be made 
available for any programs in the field of child welfare in place of the present 
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SOCIAL SECURITY 407 


sound limitation that Federal participation be used in predominated rural areas 
and areas of special need. 

In our considered view, the present provisions of the law defining the scope 
of utilization of part 3, title V, funds has a sound historical and effective basis. 
It is intended to foster and encourage the development of adequate programs in 
the field of child welfare by public and voluntary agencies. It is stimulant to 
— endeavor which is one of the highest purposes for the expenditure of Federal 

unds. 

The proposed change would open up to the Federal program and the subsidiza- 
tion of any programs in the field of child welfare and would become a primary 
program, in substitution of local effort, both public and private, rather than a 
stimulant in special areas of need. 

The particular concern which the proponents of this change have expressed can 
be effectively met by appropriate administrative discharge of the statutory man- 
date. The definition of “area of special need’”’ may encompass, if justified, many 
of the programs for which support is sought through the change in the statute. 
Indeed, a more forthright approach to the implementation of the congressional 
mandate, particularly with respect to the utilization of existing voluntary agen- 
cies, and their participation in planning, would have a more salutary effect than 
the proposed removal of the statutory limitation. 

In expressing our opposition to this portion of the bill under discussion, we 
urge that the proposed change be deleted from the bill and that the general sub- 
ject be given further study at the next session of Comgress. At that time, it would 
be helpful to know more of what has been done to carry out the present provi- 
sions of the law. 

Respectfully submitted. 

CHARLES J. TOBIN, Jr., Secretary. 


New York, N. Y., August 7, 1958. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C.: 

Social Security Act as amended by H. R. 13549 provides that totally and per- 
manently disabled employees, 50 years of age or more could collect both work- 
men’s compensation and full social security benefits at the same time. 

In New York State this would mean that a married man could collect over 
$300 tax free income. This is extremely objectionable because it destroys in- 
centive for injured employee to become rehabilitated and return to work thus 
increasing the cost of workmen’s compensation insurance. It destroys the effec- 
tiveness of insurance companies rehabilitation programs. 

It is requested that H. R. 13549 be amended by striking out the provision that 
would repeal the deduction of workmen’s compensation from social security dis- 
ability benefits. 

I would like to have this wire read into the record at the hearing next week. 

RosertT J. Barr, Mount Vernon, N.Y. 


STAUFFER CHEMICAL Co., 
New York, N. Y., August 5, 1958. 
Hon. Harry F. Byrp, 
Senate Office Building, Washington, D.C. 

My Dear SENATOR Byrp: This letter is written to ask your thoughtful con- 
sideration of all of the implications of H. R. 13549, liberalizing OASI benefits and 
changing fundamentally the matching formula for grants to States for public 
assistance, The overwhelming majority by which this measure passed the House 
testifies to the political appeal social-security liberalization has during an elec- 
tion year. The writer has followed closely legislation in this field for many 
years, and it is his considered opinion that H. R. 13549 is against the public 
interest. It should be killed by courageous statemsenship in the Senate. 

The company for which the writer administers benefit programs, Stauffer, 
operates a plant at Bentonville. This is why he presumes to write you. 

The report of the House Ways and Means Committee stated that benefits would 
be increased by 7 percent. Actually benefits would be increased by between 
7 percent and 17 percent. It states that the increased revenues (from raising 
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the wage base from $4,200 to $4,800) will be ample to take care of the increased 
future costs. But the actuaries who made this estimate also told the Congress 
when the law was amended in 1956 that the trust fund would increase each 
year for the next three decades. In less than 2 years these actuaries were proved 
wrong—trust fund income is now less than trust fund disbursements. It would 
be foolhardy to accept these actuarial estimates again without careful checking by 
other qualified actuaries. 

The proposed changes in the formula for matching Federal dollars for State 
public assistance are the most serious of all. Limitations of time and space 
permit only the observation that they will erode away State’s rights to a degree 
greater than any other legislation in many years. 

If the pattern of liberalizing social security every 2 years persists where will 
it ever stop? Is it asking too much of today’s Congressmen to be concerned 
about the financial liabilities of future generations when they are elected by 
the votes of this generation? The writer sincerely believes not, and so he urges 
your vigorous opposition to the measure before you. 

Very truly yours, 
T. B. Gipson, 
Manager, Employee Relations. 


GREATER TAMPA CHAMBER OF COMMERCE, 
a Tampa, Fla., August 4, 1958. 
Senator Harry FLoop Byrp, 

Senate Office Building, Washington, D. C. 


Deak SENATOR Byrp: It has been evident, for some years, that an actuarial 
deficiency exists in the present social-security program. An Advisory Council on 
Social Security Financing was established in 1956, to study and recommend a 
new program. 

The board of governors of the Greater Tampa Chamber of Commerce has 
adopted a resolution requesting no legislative action be taken in the field of social 
security until the findings of this council are presented and a sound, long-range 
program can be developed. 

We respectfully submit that consideration of social-security legislation would 
be premature until a full study by the Advisory Council is available. 

Sincerely yours, 
H. L. Crowper, President. 
RESOLUTION 


Be it resolved by the board of governors of the Greater Tampa Chamber of 
Commerce, That legislation in the field of social security should not be considered 
during this session of Congress. 

The board of governors has taken this action because : 

1. There is a study pending by the advisory council on social-security 
financing, which was established by Congress in 1956, pursuant to the en- 
dorsement by business and labor. Consideration of any changes in the 
social-security law involving new costs and thus requiring additional taxes 
should be postponed until this study is completed in 1959. 

2. The present actuarial deficiency in the social-security system should be 
corrected before any change is made which would increase costs. 

3. To maintain a sound and equitable social-security system, the actuarial 
deficiency should be corrected by an increase in social-security tax rate. 

4. An increase in the taxable wage base is undesirable, because it deviates 
from the basic floor-of-protection principle of the social-security plan. Con- 
gress clearly intended that workers should have the responsibility to build up 
old-age income for themselves. It did not intend that social security should 
become a complete support plan for most workers in their old age. 

5. If Congress should raise social-security benefits now or at any future 
time, the added costs should be immediately and fully met by an increase in 
the tax rate on the prevailing wage base set out in the law. 

Adopted this 25th day of July 1958 


The BoarD OF GOVERNORS, 
The GREATER TAMPA CHAMBER OF COMMERCE, 
By H. L. Crownper, President. 


W. Scorr CHRISTOPHER, Secretary. 
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STATE DEPARTMENT OF PUBLIC WELFARE, 


Baltimore, Md., August 6, 1958. 
Hon. Harry F. Byrp, 


Chairman, Senate Finance Committee, 
Senate Office Building, Washington, D. C. 

Deak SENATOR Byrd: Recently I had the privilege of appearing before your 
committee to discuss the relationship of the Federal Government and the Social 
Security Act to the public-assistance program throughout the country. 

H. R. 13549, carrying amendments to the social-security bill, has passed the 
House, and, with many others, I am urging favorable consideration by your 
committee. This measure makes extremely important additions to the public- 
assistance sections of the Federal act. It proposes amendments which have been 
sponsored by the public-welfare administrators of the country over a long 
period of years. Specifically, it: 

1. Recognizes the importance of equalization by making more money available 
to the States that have the least tax resources. I might point out that my own 
State of Maryland is one of the rich States of the union, with a high per capita 
income, and would not be one of the States to benefit by this equalization fea- 
ture. However, there can be no doubt but what this is a real advance in the 
basic program and one which, in turn, should mean a good deal to many thou- 
sands of Americans in the States with the least taxable resources. This variable 
matching formula of from 50 percent minimum to 70 percent maximum after the 
first $30 in old-age assistance, aid to the permanently disabled, and publie 
assistance to the needy blind, and for aid to dependent children after the first 
$18 represents a notable advance. 

2. To Maryland and to many other States, the great advantage will be the 
provision that matching shall be on the average grant, including both money and 
individual payments, and not on individual grants. This should make not only 
for sounder bookkeeping, but represents an infinitely better base for matching. 

3. The new matching is, in a sense, simply putting the present matching and 
adding to it the matching for medical care, which is now separate. Medical 
costs are expanding rapidly, and this is a recognition that the cost of medical 
services are as necessary as food and clothing, etc., and should be included in the 
same grant. 

Let me say one further word about the suggested increase in the sum to be 
authorized for child-welfare services. It has always seemed to me that child 
welfare has been the service about which we do the most talking, but it has been 
the least recognized by the Federal Government. America badly needs addi- 
tional services in the field of working with children, and even this small addi- 
tional amount should result in many good things, 

We stand ready in the Maryland State Department of Public Welfare to do 
anything we can to forward these amendments, and would be glad to make 
available to your committee any factual material that you may desire. 

Respectfully submitted. 

THOMAS J. S. WAxTER, Director. 


P. S. Incidentally, the passage of this act would permit the various States in 
the Union to submit their budgets for next year with some degree of security. 
As you know, the McFarland amendment terminates as of September 30, 1959, 
which makes budgeting for that year with any degree of certainty impossible 
at the moment. 
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AMERICAN FARM BUREAU FEDERATION, 
Washingion, D. C., August 8, 1958. 
Re social security amendments, H. R. 13549. 


Senator Harry F. Byrp, 
Chairman, Senate Finance Committee, 
Washington, D. OC. 


Deak SENATOR Byrp: H. R. 13549 now under consideration by the Finance 
Committee increases the benefit amounts under the old-age and survivors and 
disability insurance programs. It also increases the rate of tax, and at the 
same time increases the amount of earnings to be taxed. The American Farm 
Bureau Federation is opposed to further liberalization of the old-age and sur- 
vivors insurance program. 

The amendments adopted by Congress in 1956 established an Advisory Council 
on Social Security Financing for the purpose of making a thorough study of the 
financial condition of the trust funds in relation to the long-run commitments 
of the program. If the work of this Council is to be respected, and we certainly 
think it should, it would seem that further amendments should await the results 
of their studies. 

Farmers have not asked for increased benefits under the program, and will 
certainly find it increasingly difficult to meet the tax requirements imposed by 
this legislation. 

The Senate Finance Committee is urged to postpone further consideration of 
this bill at this session of the Congress. 

We request these views be made a part of the hearings on H. R. 13549. 

Sincerely yours, 
JouN C, Lynn, Legislative Director. 


BILLines CHAMBER OF COMMERCE, 
Billings, Mont., August 5, 1958. 
Senator Harry F. Byrp, 
Senate Finance Committee, 
Washington, D.C. 

Dear Senator: Last fall the Billings Chamber of Commerce went on record 
as opposing expansion of the social-security program. 

Chamber action August 1 resulted in reaffirming of this policy and also put the 
Billings chamber on record as opposing the amendment now before Congress 
{passed by the House of Representatives July 31) to liberalize benefits. We 
realize the average monthly increase of $4.55 and the $1,335,000 increase in 
monthly benefits to Montana residents has a great appeal in an election year. 

However, only benefits to recipients have been given publicity. Neither direct 
costs to the millions of workers who pay social-security taxes nor the speeding 
up of the schedule to raise rates further with further costs to both employees 
and employers is explained fully in publicity. 

Increase in payment in 1959 from 214 percent to 2% percent sounds negligible. 
However, with increase in wage base from $4,200 to $4,800, this represents an 
increase in payment for both employer and employee of 27 percent. Additional 
increases would be accumulative, ranging from 24.7 percent increase in 1960 
to 58.2 percent increase in 1969. 

Direct tax cost to county residents in 1959, through payment of public em- 
ployees, would be $17,621.11, including an additional $10,432.57 for school dis- 
trict No. 2 employees alone. 

The amendment would increase payments an average of $46.80 for employees 
(and employers) each year for the next 20 years, an average annual increase of 
$70.20 for 20 years for self-employed persons. Reaching a maximum payment of 
$216 in 1969, rather than a maximum of $178.50 per year in 1975, will add con- 
siderably to the cost of doing business and will cut deeply into income of 
working people. 

We hope that you will consider this and oppose liberalization of the social- 
security program under this amendment. We will make every effort to publicize 
the cost of this proposed change. 

A poll of employees in our building shows them 100 percent opposed to 
raising social-security taxes. 

Sincerely yours, 
Howarp C. Porter, President. 
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Comparison of rates and maximum contributions under the current social- 
security law and the proposed amendment 


EMPLOYEE AND EMPLOYER EACH CONTRIBUTE 
| 
Present law Proposed law Percent of 
increase, 
maximum 
Rate Maximum Rate Maximum | contribu- 
(percent) contribu- (percent) contribu- tion 
tion tion 


1959___ 214 $94. 50 9 $120 
1960 __ iat 2% 115, 50 q 144 
1963... ; ‘ 115. 50 31% 148 
1966_.. 3% 136. 50 192 
1969... 3h 136. 50 216 


SELF-EMPLOYED PERSON CONTRIBUTES 


1959. _ - 33 $141. 7: 334 $189 
1960 ! 173. 25 1 216 
1963 & 173. 25 54 252 
1966 7% 204. 75 288 
1969__. 7 204. 75 3 324 


Estimated cost to the local governments of the proposed social-security 
amendments 


School 
district 
No. 2 


Employers’ share of social security contributic 
1957-58 fiscal year £52 161. 38 $18. BNR. O8 
Estimated increase due to proposed law, 1959 10, 432. 57 3, 204. 06 





Estimated 1959 social security 62, 593. 95 21, 519. 99 
Estimated increase due to proposed law, 1960 12, 518. 79 , 303. 99 


Estimated 1960 social security 75, 112. 74 


Present law would increase taxes in 1960 11. 590. 2¢ 
Proposed law would increase taxes in 1959 and 1960 22, 951. 36 


! Employees would contribute a like amount and would also pay t 
MONTGOMERY, ALA., August 6, 1958. 


Hon. JOHN SPARKMAN, 
Senate Office Building, Washington, D. C.: 


H. R. 13549, as passed the House, would materially benefit the aged, blind, 
disabled, and dependent children receiving public assistance in Alabama as well 
as increasing social-security payments by about 7 percent. We appreciate your 
support of liberalizing amendments to the Social Security Act. Know you will 
confer with Senator Byrd and use your influence toward passage of this bill 
by Senate. 


JAMES FE, Foitsom, 
Governor, State of Alabama, 
Chairman, State Board of Pensions and Security. 


BISMARCK, N. DAK., August 4, 1958. 
Hon. WILLIAM LANGER, 
Senate Office Building, Washington, D. C.: 

Recent steel price hike, Middle East tension, and trouble make sure steady 
rise in cost of living. State welfare board recent food study made showed 7.5 
percent rise in 1 year. Savage decimation of fixed incomes as public assist- 
ance recipients not only requires, but demands, treatment by Government. In- 
creases will only fill gap caused by brutal living costs rise. Would appreciate 
vigorous and zealous support of H. R. 13549, now, we understand, in Senate 
Finance Committee. 

Sincerest regards. 

CARLYLE D. ONSRUD. 
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COMMONWEALTH OF PENNSYLVANIA, 
DEPARTMENT OF PUBLIC WELFARE, 
Harrisburg, August 8, 1958, 
Hon. Josern §S. CLARK, 
Senate of the United States, Washington, D. C. 


DEAR SENATOR CLARK: I understand that H. R. 13549 is before the Senate, and 
that hearings will be held beginning today by the Senate Finance Committee. 

I will appreciate your efforts in behalf of the passage of this legislation, par- 
ticularly because: 

1, An estimated additional $9 million would be available under this bill annu- 
ally from the Federal Government to match State funds for public-assistance 
grants. This would be very helpful to the people who are on our assistance rolls 
in various categories. Our grants today are now from 35 to 50 percent below 
minimum standards of human decency. 

2. OASI benefits would be increased by 7 percent, which would decrease the 
amount of supplementary public assistance which the State is now granting 
recipients of small benefits and would make the decreased amount available for 
additional distribution in other categories of assistance. 

3. The dependents of recipients of disability benefits on our rolls will become 
eligible for benefits, which would reduce the amount of our public-assistance 
grants to these dependents and make the savings available in other categories. 

4. Accounting details would be simplified. This would result in saving in ad- 
ministrative costs, because Federal grants would be made under this bill on aver- 
ages rather than individual cases. 

5. The outmoded restriction of child-welfare funds to rural areas would be 
eliminated and would permit the funds to be used in urban areas as well. This 
would enable us to make allocations for child-care programs in crowded cities 
now ineligible for these Federal funds. 

6. More Federal child-welfare funds would be available and would thus allow 
us to increase the State’s contribution to local child-welfare programs through 
our program of reimbursement to counties. 

7. This bill extends the special provision regarding the aid-to-the-blind pro- 
gram to June 30, 1961. Unless this provision is extended, Pennsylvania will re- 
ceive no Federal funds for its State blind-pension program. It would be most 
desirable if this provision could be made permanent so as to avoid the uncer- 
tainty which attends our budget making each biennium expiration date of the 
Federal funds appropriation. However, if it is impossible to accomplish this, 
it is essential to at least provide for the extension well in advance so that proper 
planning and budgeting can be made for the welfare of the needy blind persons 
in Pennsylvania. 

The provisions of this bill have been advocated for years by many private 
groups. The provisions will greatly assist the State in its efforts to improve the 
public-assistance and child-welfare programs. 

Sincerely yours, 
HARRY SHAPTRO, 
Secretary of Public Welfare. 


AMALGAMATED MEAT CUTTERS 
AND BUTCHER WORKMEN OF NorTH AMERICA, 
Chicago, Ill., August 12, 1958. 
Hon. Harry F. Byrn, 
Chairman, Senate Committee on Finance, 
United States Senate, Washington, D.C. 

Dear SenaToR Byrv: To conserve the very valuable time of the Committee 
on Finance, we are taking the opportunity of presenting our views concerning 
H. R. 13549, the Social Security Amendments of 1958, in this letter, rather than 
in oral testimony. The nearness of the adjournment of Congress requires 
that the committee give speedy consideration to this bill, and in this we wish 
to cooperate. 

On behalf of our union’s 350,000 members, we strongly urge that the com- 
mittee report H. R. 13549 favorably. This measure, we believe, is a minimum 
improvement necessary for the Social Security Act. 

Frankly, our union had hoped for a more widespread amendment of the 
Social Security Act. We had hoped for permanent Federal standards for un- 
employment compensation. We had hoped for a program of hospitalization, 
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nursing, and surgical care for the aged. And we had hoped for much greater 
improvements in the benefits paid under the old-age, survivors, and disability 
insurance program. 

However, the realities of congressional adjournment face us. Although the 
provisions of H. R. 13549 do not go far enough in taking care of the problems 
of the aged, the disabled, and survivors, it does meet some of their needs. The 
average increase of 7 percent in benefits paid under the OASI will be helpful. 
It will meet some—although not all—of the increases in the cost of living, which 
have taken place since the last change in the benefit structure and contribution 
schedule of OASI in 1954. 

We, therefore, strongly urge quick approval by the committee of H. R. 13549 
and by the Senate. 

Very truly yours, 
T. J. Luoyp, 
International President. 
PATRICK E. GORMAN, 
Secretary-Treasurer 


PROVIDENCE, R. I., August 8, 1958. 
Hon. THEODORE FRANCIS GREEN, 
United States Senator, Washington, D. C. 


DEAR SENATOR GREEN: H. R. 13549, the social-security bill, has passed the 
House. This bill provides for increases in the public-assistance program which 
will be beneficial to the 24,277 individuals affected by the Federal-State pro- 
gram as well as the State financial picture. The bill also contains constructive 
changes in old-age and survivors insurance. It is estimated Rhode Island 
will receive an additional $1,473,000 in Federal funds. The Federal Govern- 
ment is now sharing in 41 percent of the overall costs of public assistance in 
Rhode Island, including non-Federal matched general public-assistance program. 
The increase in Federal matching would enable a more reasonable sharing of 
expenditures with the Federal Government and would influence the budget 
allotments which are made to individual families. I urgently request your 
support of this bill which is in the Senate Finance Committee. We are all 
aware of the conviction which you have shown in social legislation throughout 
your public life and believe that this bill merits your support and that its 
passage will result in considerable benefit to the citizens of Rhode Island. 


JAMES H. REILLy, 
Public Assistance Administrator. 


DENVER, CoLo., August 8, 1958. 
SENATE FINANCE COMMITTEE, 
Senate Office Building, Washington, D. C.: 

Millions of senior citizens, including members of organization I represent, 
look to Senate Finance Committee for realistic social-security measure this year. 
My organization strongly urges at least 20-percent increase in benefits, lowering 
of age eligibility to 60 for both men and women, complete disability protection 
regardless of age as minimum changes necessary to salvage bill, passed by House. 

Dr. Francis E. TOWNSEND. 


STATEMENT BY SENATOR JOHN F.. KENNEDY ON SocraL Security Biiu (H. R. 13549) 


Mr. Chairman, the social-security bill pending before you today contains a num- 
ber of important improvements. The bill as passed by the House of Representa- 
tives is designed to adjust benefit levels to meet the high cost of living. While 
the bill does not contain all the basic changes which are necessary, it does make 
many changes which should be promptly enacted for the benefit of our people 
and our economy. 

I have submitted three amendments to the bill which I urge the committee to 
include in the bill: 


1. Increasing social-security benefits 8 percent—to match the increased cost of 
living (cosponsored by Senator Case of New Jersey) 

The social-security bill increases benefits 7 percent. This is not enough. At 

the very least, our older citizens should receive an increase in benefits com- 

mensurate with the increase in the cost of living. The bill is frequently de- 
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scribed as an adjustment to meet the increase in the cost of living. But since 
benefit levels were last amended in 1954 the cost of living has increased by 8 
percent, not 7 percent. The amendment I have introduced would raise benefit 
levels 8 percent. While the difference may seem small on paper, and indeed 
costs very little in terms of the total program, it is a vital dollars-and-cents dif- 
ference to our retired workers and their families. 

The House Committee on Ways and Means recognized that the 1-percent in- 
crease is inadequate, stating in its report that a higher level ‘“‘would be justified 
if one considered solely the need for this protection. The increase of approxi- 
mately 7 percent provided by the bill is actually somewhat short of the rise 
in the cost of living that has taken place since 1954.” 

The impact of cost-of-living increases is felt perhaps more keenly by our older 
citizens than by any other group. They have no union to protect them; they 
are unable to raise prices like businessmen; and they are in most instances with- 
out investment income. It is our obligation and our responsibility to see that 
they do not suffer because of fluctuations in the economy beyond their control. 

The benefit changes made in the House bill are much more than fully financed. 
They substantially improve the actuarial status of the present program, which 
Secretary Folsom advised the Committee on Ways and Means is in essentially 
sound condition for the foreseeable future. The cost of less than one-tenth of 1 
percent of payroll that would result from the amendment I propose would still 
leave the bill considerably more than fully financed and would still leave the 
program in a stronger position than it is at present. 


2. Increasing lump-sum death payments—to meet the increased “cost of dying” 
(cosponsored by Senator Smathers, of Florida) 


My second amendment removes the outmoded arbitrary dollar ceiling of $255 
which now limits what is known as the lump-sum death payment in the old-age 
and survivors insurance program. This payment was designed to help tide the 
widow, children, and other survivors over during the expensive days of the 
funeral and other final arrangements. 

Congress intended that this lump-sum payment be three times the regular 
monthly benefit—and in the 1952 amendments Congress set the maximum 
monthly benefit at $85 and thus the lump-sum death payment at $255. Unfor- 
tunately, in 1954, when Congress increased the primary insurance benefit, the 
old dollar ceiling on death payments was retained. Again no change was made 
in the 1956 amendments. Now, in 1958, the bill as passed by the House again in- 
creases the regular monthly benefit for the retired worker but for almost one- 
half of all death cases does nothing about the heavy expenses his family must 
suddenly bear upon his death. 

My amendment would remove the old dollar maximum so that all families, 
instead of some, would receive a lump-sum death payment of three times the pri- 
mary benefit, as Congress intended. This would mean a maximum of $381 under 
the House bill, instead of $255. Payments could still be as low as $99. 

This amendment—to restore the 3-1 ratio in all cases—was approved by the 
Senate Finance Committee and passed the Senate in 1954. I hope it will be ap- 
proved again this year, when the need is even more pressing, and remain in the 
final bill. 

The entire cost of removing the meaningless $255 ceiling, under the new over- 
all benefit increase in the House bill, would be only two one-hundreths of 1 per- 
cent of payroll taxable under the social security program, so negligible as to be 
meaningless in a 50-year actuarial projection. 

Can we neglect for this small cost to provide the increased equity and justice 
that the change would bring? Can it be seriously contended that the program 
cannot afford to provide this limited amount of additional help to some 300,000 
widows, orphans, and parents each year—about two-thirds of them widows— 
in meeting the often crushing expenses that accompany the death of a husband, 
father, or son? 

The meager lump-sum payments now provided will not take care of even a very 
modest funeral, to say nothing of helping to defray last illness expenses. A 
1957 study in New York State gives an average cost of funerals of $875. Thus, 
a payment of $255 covers less than one-third of the funeral expenses in the aver- 
age case. 

ert is not pleasant to contemplate the plight of a deceased worker’s family 
who, in the face of their bereavement, must use their desperately needed monthly 
social security benefits to pay the costs of the last illness and burial. 
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More and more families are worried about meeting this burden in the near 
future—and I hope that this Congress will do something about “the high cost 
of dying.” ; 

3. Broadening aid to dependent children to include children of unemployed parents 

My third amendment provides for eliminating one of the restrictive provisions 
in the Federal law making grants to the States for aid to dependent children 
(title IV of the Social Security Act). 

At the present time the Federal law provides that Federal funds are available 
to the States only when the children are needy due to the death, disability, or 
desertion of a parent. When the father becomes unemployed, the family can- 
not receive aid to dependent children unless the father deserts. The Federal 
law thus puts a premium on desertion. I believe this is immoral and unsound. 

My amendment would give each State the choice of broadening its law to 
permit “unemployment” to be considered as a basis for receipt of assistance for 
needy children. On the basis of past experience, since it would take some time 
before all States would take advantage of any such amendment, it is estimated 
that this amendment would cost about $50 million a year for the next year or 
two. 

I urge support for this amendment which is designed to help preserve family 
life. 


(Whereupon, at 12:25 p. m., the committee adjourned, to reconvene 
at 10 a. m., Wednesday, August 13, 1958.) 
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WEDNESDAY, AUGUST 13, 1958 


Untrep States SENATE, 
CoMMITTEE ON FINANCE, 
Wash ington, D.C. 


The committee met, pursuant to recess, at 10:10 a. m., in room 312, 
Senate Office Building, Senator Robert S. Kerr, presiding. 

Present : Senators Byrd (chairman), Kerr (presiding), Frear, Long, 
Anderson, Douglas, Martin, Williams, Flanders, C arlson, Bennett, 
and Jenner. 

Also present : Elizabeth B. Springer, chief clerk. 

Senator Kerr. Mr. Schottland, will you come around ? 


STATEMENT OF CHARLES I. SCHOTTLAND, COMMISSIONER, ACCOM- 
PANIED BY ROBERT J. MYERS, CHIEF ACTUARY, SOCIAL SECU- 
RITY ADMINISTRATION—Resumed 


Senator Kerr. I would like for the record to show that the Secretary 
advised that it would be impossible for him to be here today, and rather 
than to postpone getting ourselves in shape to take action on this 
bill another day, Mr. Schottland came to appear for him. 

I had asked the Secretary to advise the committee what the attitude 
of the Department would be in the event the Finance Committee saw 
fit to attach H. R. 5551, is that it, Mr. Schottland ? 

Mr. ScHorr.aND. That is correct. 

Senator Kerr. To this bill. 

Senator Bennetrr. What’sthat, Mr. Chairman ? 

Senator Kerr. Did he give us any response on that? 

Mr. Scruorritanp. I have a letter from the Secretary to you. 

Senator Dovenas. May I ask what this H. R. 5551 is? 

Senator Kerr. Yes. Will you identify H. R. 5551 for the committee, 
and give us the benefit of Mr. Flemming’s response? 

Mr. Scnorrianp. I would be very glad to, Senator. 

May I, with your permission, just first state that the Secretary 
stated that he would be very happy to appear before the committee 
at any further stage in its proceeding, should the committee think it 
desirable. 

Senator Kerr. Thank you, sir. 

Mr. Scuotrianp. Perhaps, Senator, the best way to tell you what 
the bill does is just to read the letter. 

Senator Kerr. All right. 

Senator Doveras. May copies of this bill be distributed to the 
members ? 

Senator Kerr. You know what it is when he identifies it. 

417 
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Mr. Scuorrnanp. (reading) : 


Deak SENATOR Kerr: This letter is in response to your personal request for my 
views on the amendment of H. R. 13549 to include the provisions of H. R. 5551 
as reported by the Committee on Ways and Means, a bill to exclude from taxable 
income taxes imposed upon employees under the social security, railroad retire- 
ment, and civil service retirement systenis. 

The bill as reported 


Senator Kerr. Just a minute. Does that identify the bill? 

Senator Dove.as. Yes. 

Senator Bennett. Do it again. I am sorry, I was reading. 

Mr. Scnorrianp. It is a bill to exclude from taxable income taxes 
imposed upon employees. 

Senator Bennerr. All right. That straightens it out for me. 

Mr. Scuorruanp (reading) : 


The bill as reported is limited to contributions made under the railroad 
retirement system in excess of 3 percent of employee’s income and to an amount 
not exceeding $200 per year. By these limitations, the bill’s estimated cost was 
reduced from an estimate of the magnitude of $1 billion per year to $3 million 
per year. 

The extreme difference in these two figures suggests the potential cost of the 
precedent that enactment of such legislation would establish. 

Apart from the question of general tax policy, on which we defer to the Treas- 
ury Department, the bill is clearly discriminatory in that it favors one rela- 
tively small group of employees as compared with other employees in similar 
situations. 

Not only railroad employees, but self-employed persons covered by old-age, 
survivors, and disability insurance and Federal employees under the civil service 
retirement system now pay in more than 8 percent of their earnings. 

Ultimately, all employees under old-age, survivors, and disability insurance 
will do so. Similarly, most persons under State and local retirement systems and 
private staff retirement systems do so. 

Moreover, the bill when coupled with existing law would provide for the 
exemption of income from taxation at the point it is paid into a retirement fund 
and at the time benefits are ultimately received. 

For these reasons enactment of the bill has been strongly opposed by the 
Department of Health, Education, and Welfare. In my judgment, the principles 
embodied in the bill are so objectionable that their inclusion in H. R. 18549 
would be seriously prejudicial to the consideration of that legislation on its own 
merits. 

Sincerely yours, 


Signed by the Secretary. 

Senator Kerr. Thank you, Mr. Schottland. 

Now the Secretary told us the other day that if the assistance section 
of this bill were included in it and the entire bill reported out and 
passed, that while he either favored or was willing to accept the sec- 
tion of the bill increasing benefits for old-age and survivors insurance, 
social security groups, he would have to recommend a veto because 
of the inclusion of the assistance provisions of the bill, and then I 
believe yesterday that Senator Knowland, after having been to the 
White House, gave out a statement on that. 

Are you familiar with that statement ? 

Mr. Scuorrianp. I saw the press dispatch. 

Senator Kerr. You recall generally what was the tenor of it? 

Mr. Scnorriann. Are you asking what the tenor is? 

Senator Kerr. Yes. 

Mr. Scuorrnanp. As I read the statement, the tenor was that the 
Secretary in issuing the statement, in the understanding of Senator 
Knowland, spoke in agreement with the desires of the President. 
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Senator Kerr. Feeling, therefore, that that environment might be 
extremely prejudicial to favorable action on the bill, I asked the Secre- 
tary to be prepared to give the committee the benefit of the effect of 
certain suggested changes in the bill, in the assistance provisions, in 
the hope that, on my part, that if some concessions were made, it might 
be possible to have a different attitude, and I am not going to ask you 
nor would I have asked him if these suggested changes would have 
changed the position of the President. 

I would like, however, if you feel disposed to do so, to tell the com- 
mittee whether, in your judgment, these changes or these suggested 
changes, if made, might be of such a nature as to justify the feeling 
that the bill, as modified, if so modified, would at least be considered by 
the administration with reference to their viewpoint. 

Now, the first one was to reduce the maximum average monthly pay- 
ment from $66 for adults and $33 for children, to $65 for adults and 
$30 for children. 

Can you tell us what that change would approximately save or 
what the approximate amount would be that would be sulla by that? 

Mr. Scuorrianp. The suggestion, I take it, is that the $66 average 
now in the bill be reduced to $65? 

Senator Kerr. The maximum average, yes. 


Mr. Scnorrianp. The maximum average, and the $33 for children 
reduced to $30? 

Senator Kerr. Yes, sir. 

Mr. Scuorrianp. This would save approximately $39 million from 
the full annual cost of the bill of $288 million, on the public as- 
sistance features. 

Senator Kerr. If the maximum Federal matching percentage were 


reduced from 70 percent to 67 percent, approximately, what would 
that save ? 

Mr. Scuorrtanp. From 70 percent to 67 percent would be $17 
million. 

Senator Kerr. Per year? 

Mr. Scuorrnanp. Per year. 

Senator Kerr. Now the bill as before you would become effective 
October 1, 1958, is that correct ? 

Mr. Scuorrianp. That is correct, the public assistance features, 
Senator. 

Senator Kerr. Yes. If that were changed to become effective Janu- 
ary 1, on the basis of reducing the $288 million by $56 million, being 
the total of the two suggestions made would reduce the cost of the 
bill in the first fiscal year by, what is necessary to take care of one 
quarter, which would be about $5814 million or would leave the bill 
to where it would cost in the first fiscal year approximately $11614 
million, is that approximately correct ? 

Senator Bennett. $170 million. 

Mr. Scuorrianp. Let’s see if I get your question, Senator. If you 
adopt the first suggestion of saving the $39 million by reducing the 
average, and your second suggestion of $17 million, which would 
make a total of $56 million, that would reduce the cost of the bill on 
a full annual basis to $222 million. 

Senator Kmrr. $222 million or $232 million ¢ 

Mr. ScHorrLanp. $232 million. 

Senator Kerr. Yes. And a half of that would be $116 million. 
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Mr. Scuorrianp. That is correct. 

Senator Kerr. And if you made it effective January 1, 1959, there 
would only be one-half of a year chargeable against the current fiscal 
year. 

Mr. Scuorrnanp. Yes, that would be $116 million cost for—— 

Senator Kerr. Fiscal 1959. 

Mr. Scuorruanp. Fiscal 1959. 

Senator Kerr. The Secretary, as I recall, made two basic objections 
to the assistance provisions in the bill, No. 1, that it would be infla- 
tionary, No. 2, that it would be a substantial departure or a radical 
departure from the objective which he said he had in mind which was 
to increase the participation of the States in the program lessening the 
requirements on the Federal Government. 

would like to ask you a question or two about the first objection 
and then one or two about the second objection. 

How much would the social security benefit increase in the bill cost? 

Mr. Scuorrianp. About $70 million, Senator. 

Senator Kerr. $700 million ? 

Mr. Scnorrianp. I think that is correct. The increase in benefits 
for the first year, about $700 million. 

Senator Kerr. How is that $700 million to be raised ? 

Mr. Scuorrianp. Well, this bill provides for an increase in the tax 
rate beginning in calendar 1959 of a half percent of payroll. 

Senator Kerr. Payable by ? 

Mr. Scnorrnanp. Payable by the employers and employees. 

Senator Kerr. To whom would the $700 million go? 

Mr. Scuorrianp. It would go to the 12 million beneficiaries now on 
the rolls. 

Senator Kerr. Present beneficiaries ? 

Mr. ScuHorrianp. Plus those that would come on during the 
next 

Senator Kerr. I know, but this $700 million would go to the present 
beneficiaries, plus those that came on during the first fiscal year. 

Mr. Scuorrianp. That is correct. 

Senator Kerr. Which would not be very many percentagewise. 

Mr. Scuorrianp. Well, during the next—during this fiscal year 
we would have an increase as of now of about somewhat over a mil- 
lion additional beneficiaries. 

Senator Kerr. Somewhat over a million and the present number is 
how many million ? 

Mr. Scuorrianp. 12 million. 

Senator Kerr. 12 million. But primarily the benefit would go to 
current beneficiaries ? 

Mr. Scuorrianp. That is correct. 

Senator Kerr. None of whom make any contribution to the fund. 

Mr. Scnorrianp. That is correct. Well there might be some, those 
over 72, who are working, who may be contributing to the fund at the 
same time as drawing benefits. 

Senator Kerr. That wouldn’t be much of an item. 

Mr. Scuorrianp. It wouldn’t be very substantial, no. 

Senator Kerr. Therefore, the proposal would work in this manner, 
that a limited number of taxpayers would pay an additional, how 
much would that one half of 1 percent produce? 
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Mr. Myers. That will produce—along with the increase in the earn- 
ings base to $4,800, that will produce $1.1 billion in calendar year 1959. 

Senator Kerr. All right. It would be a billion, a hundred million 
dollars additional taxes on a limited percentage of the current tax- 
payers in order to provide $700 million additional benefits to 12 mil- 
lion people who, for all intents and purposes are a limited group of 
beneficiaries, and who would make no contribution, as a general mat- 
ter, to the billion one hundred million dollars, which would be raised 
for the purpose, first, of paying that $700 million additional benefits, 
and, second, adding $400 million to the trust fund. 

Mr. Scuorruann. That is correct, in general terms. 

Senator Kerr. Now, if the assistance provisions through the basis 
that we have suggested here, it would cost $116 million in 1959, 

Mr. Scuorrianp. That is correct, sir. 

Senator Kerr. And it would go to everybody in the Nation eligible 
under the specifications of the assistance programs, would it not? 

Mr. Scuorrianp. It would go to the States, and the States would 
determine just how the funds would be used since the determination of 
eligibility is their determination. 

Senator Kerr. I know it is, but 

Mr. ScHotrianp. It would be available for such persons. 

Senator Kerr. It would be available to be expended without dis- 
crimination to every individual within the states and generally speak- 
ing, within the Nation, eligible under the eligibility requirements of 
the program. 

Mr. Scuorrianp. That is correct. 

Senator Kerr. And it would be contributed by taxation on every 
taxpayer in the nation without discrimination except such as exist in 
the current tax structure. 

Mr. Scuorruanp. That is correct, sir. 

Senator Kerr. What I would like to have you do, if you care to, 
is to tell the comimttee how 700 million received in the manner we 
have designated for a limited group would be less inflationary than 
$11614 million obtained in the manner we have designated to be made 
available without discrimination. 

Mr. Scuorrianp. Senator, I should first like to make it very clear 
that when Secretary Flemming testified and mentioned that any in- 
crease in the Federal debt, in his opinion, had an inflationary tenden- 
cy, that he made it quite clear that this was not the fundamental ob- 
jection to the bill. 

He mentioned this was one item, but the fundamental objection was 
the increase in the Federal share and although he did mention infla- 
tion as a factor, he did minimize the thing, as I recall his testimony. 

So that I think that the position of the Secretary would be prima- 
rily based on the second reason which you gave, and not on this infla- 
tionary factor. 

His position was that any increase in the Federal debt does have 
an inflationary factor in it. 

Senator Kerr. Well, then, let’s go to the second factor: Suppose 
that an amendment were made to this bill which would provide that 
the Federal percentage figures as contained in the bill, would be re- 
duced in accordance with the scale of 144 percent each 2 years until 
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Fee atone formula reached, for all intents and purposes, a 50-50 
asis. 

Do you understand the question I am asking ? 

_ Mr. Scnorrianp. If I understand it, the second part of the match- 
ing formula which under the present bill runs from 50 to 70 percent 
Federal fund, your suggestion is that if that is passed—— 

Senator Kerr. If it were amended to be from 50 to 67 ? 

Mr. Scuorrianp. Yes, from 50 to 67. Then you would take this 
67 and you would reduce this 1 percent ? 

Senator Kerr. Each biennium. 

Mr. Scuorrnanp. Yes. 

_ Senator Kerr. That is, if this bill became effective January 1, 1959, 
it would provide in January 1, 1961, the formula—the matching for- 
mula would be from 50 to 6514, and on January 1, 1963, it will be 
from 50 to 64, and so on until the 50-50 objective would be obtained. 

Mr. Scnorrianp. I can’t quickly give you figures on this unless some 
of the boys here would figure it out, but I take it that that would mean 
that at 1% percent every 2 years, it would get down to 50 percent 
in about 

Senator Bennett. Nearly 12 years. 

Mr. ScHorrianp. 12 years. 

Senator Kerr. I believe it will take longer than that. 

Senator Bennert. Are you taking a cumulative 1% percent ? 

: Senator Kerr. It would come down 3 percent each 4 years; would 
it not? 

Senator Bennett. Yes. 

Senator Kerr. Now coming down 3 percent each 4 years, how leng 
will it take to come down 17 percent? It will be about 20 years. 

Mr. Scuorrianp. About 23 years. 

Senator Bennett. Yes. 

Mr. Scuorrianp. Well, Senator, if you are asking for reactions, 
all I can say is that the administration will certainly give careful 
consideration to any enactment of the Congress. 

I am not in a position to enlarge upon the statement of the Secre- 
tary with reference to the principle that the administration is opposed 
to any increase in the Federal share. 

I do recognize that this does get toward the objective of 50-50 
matching in the second part of the formula, and we will certainly give 
the matter consideration and study. 

Senator Kerr. Now, we have a commission now at work, advisory 
council, studying the social security 

Mr. Scuorriann. That studies the financing and fiscal aspects of 
the social-security system. 

Senator Kerr. Tax structure and financing of the social-security 
system. 

Mr. Scuorrianp. That is correct. 


Senator Kerr. When does that council make its report? 

Mr. Scuorrianp. That report is due to be made prior to the opening 
of the next session of Congress, and probably will be available in 
December of this year. 

Senator Kerr. The next suggestion that I had hoped the Secre- 
tary would be able to discuss, would be an amendment to this bill that 
would provide for the creation of an Advisory Council to study the 
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financing and fiscal elements of the assistance program and to report 
prior to the opening session of the Congress in 1961. 

Would you give the committee the identification of the Advisory 
Council for the Social Security Program ? 

Mr. Scuorrianp. We put that in the record last time. 

Senator Kerr. I know you did. 

Mr. ScHorrnanp. Would you like that again ? 

Senator Kerr. Yes. I believe you are the Chairman of it. 

Mr. Scuorriann. By law, the Commissioner of Social Security 
is the Chairman, and the Committee consists of 12 persons appointed 
by the Secretary. 

Senstor Kerr. Including the Chairman or other than the Chair- 
man ¢ 

Mr. Scuorrianp. Other than the Chairman. 

Senator Kerr. Yes. 

Mr. Scuorrianp. Appointed by the Secretary. There are 3 repre- 
sentatives of employes, 3 representatives of employees, and 6 of the 
general public. 

The three employer representatives are Elliot Bell 

Senator Kerr. I am not interested in their names, I just wanted— 
the law specified they should come from certain groups and identities; 
did it not ? 

Mr. Scuorr.anp. The law says an equal number of representatives 
of employers and employees and then representatives from the self- 
employed and the general public. 

enator Kerr. Yes. 

Would you feel that if this bill further made provision for the 
appointment of such an advisory council in connection with the 
financing and fiscal elements of the assistance program, that that 
might be of such significance that it also could be considered by the 
administration as it looked at the overall features of the bill, if it 
were to come to them with that in it ? 

Mr. Scuorrianp. Again, Senator, I think all I can say at this point 
is that we will certainly give such a matter serious consideration. 

Senator Kerr. Thank you, very much, Mr. Schottland. 

I deeply regret that the Secretary was not able to be here today, but 
in view of the fact that he couldn’t be here personally, I am very grate- 
ful to you for coming and giving the committee the benefit of this 
testimony. 

Are there other questions? 

Senator Cartson. I have some. 

Senator Martin. Mr. Chairman, I don’t care to ask any questions, 
but I talked to the Secretary this morning and he will be very glad, 
of course—— 

Senator Kerr. He made that quite clear. The thought I had about 
it was that in view of the great rush or urge to get action on this bill, 
that I felt it was better for us to have Mr. Schottland come today than 
for us to postpone the matter until another day for the Secretary. 

Senator Marrtn. I think your decision is entirely correct, but I 
wanted it to be fully understood that the Secretary will come, if we 
want him to come. 

Senator Kerr. He made that abundantly plain. 

Senator Martin. Yes; that is fine. 
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Senator Kerr. Senator Carlson. 

Senator Cartson. Mr. Chairman, it is with some hesitation I tried 
to get into this proposed new formula we are going to have on Fed- 
eral-State matching. I have tried to analyze it and as I do analyze it, 
I think the way it is written, it would be to the distinct advantage of 
Kansas, so I am certainly not approaching it from the angle that our 
State would lose on it. 

But there are some questions about this that I am concerned about 
for the future of the program. 

As I understand it, the number of recipients in a State, regardless 
of what their pay is, providing they have a certain average, the Fed- 
eral Government will contribute for the number of recipients; is that 
correct ? 

Mr. Scuorrianp. That is correct. The Federal Government makes 
its reimbursement to the State under this bill on the average expendi- 
ture. 

Senator Cartson. Well, would that mean then by simply adding 
persons to the roll, our State, could increase its grants up to 50 per- 
cent providing they had a $42 average ? 

Senator Jenner. I can answer that. 

Mr. Scuorrianp. Well, if I understand your question, in effect, 
States can do that now. 

Senator Cartson. Let’s just put it this way, now: Suppose a State, 
so long as the overall average is not reduced below $66, that State 
can increase its grant by $42 by adding a person to its cash benefit rolls 
or by providing him just medical care, regardless of the size of this 
cash benefit or the cost of medical care; is that right? 

Mr. Scuorrtanp. Yes, that would be correct. I would like, how- 
ever, to point out that no State under the present law or proposed 
law could just take one individual or any number of individuals and 
put them on without regard to an overall State plan. 

In other words, every individual in the State, in the same circum- 
stances, would have to be eligible so that it would not be possible to 
pick out a few individuals and put them on without making every 
person in the same situation eligible. 

In other words, to take your example of medical care, no State 
could say, “We will pick out 50 people that need medical care.” They 
would have to have all people needing medical in the same circum- 
stances eligible. 

So that I don’t think this changes fundamentally what the States 
can do now. The States now, for example, particularly those in the 
lost-cost States where we average the first $30, could put on a per- 
son for $10 or $15 and would be reimbursement in that $30 averaging. 

But, I do think that our history has shown that States are very 
careful about putting on classes of people because they have to include 
substantial State moneys. 

Senator Cartson. Well, of course [ understand, that too, but I know 
there is a temptation on the part of a State to get as much Federal 
money—and I can speak as a former governor of a State; I have had 
something to do with these programs, and I want to just give you an 
illustrative now. 

I am going to use this as an example: If a State added an individual 
now at an average cost of $26, the Federal Government would in- 


creas 


a pre 
Tl 
these 
time 
Ni 
M 
woul 
Se 
Wel 
M 
out ¢ 
Al 
visic 
of th 
bill. 
Tl 
thin] 
with 
Tl 
Ts 
and 
it is: 
Ne 
the | 
WwW 
$230 
O1 
ing § 
get $ 
1s sp 
Tl 
seem 
divi 
Stat 
expe 
It 
50,06 
$66, 
that 
Bi 
prin 
1s OV 
Se 
it co 
rect] 
get « 
medi 
maki 
bi ‘ 
gran 
a pre 
Se 


new 





d- 
it, 
of 
ir 


at 


ss 
j- 
at 


V- 
dd 


id 


i- 
tO 


te 
‘y 


1- 


SOCIAL SECURITY 425 


crease its grant by $42 for an added recipient, and the State would have 
a profit of $16 per added recipient. 

Thus, if a State had a hundred thousand recipients and increased 
these by 50 percent to 150,000, the profit to the State would be 50,000 
times $16 or $800,000 per month. 

Now, is that situation possible ? 

Mr. Scuorrianp. You see the difficulty there, Senator, the average 
would have to stay much above $66 for a State to take advantage of it. 

Senator Cartson. Well, you have States that are much above them. 
We have them over $80 and $90. 

Mr. Scnorrianp. This would be true only if a State were spending 
out of its own fund substantially above $66. 

Although the administration is opposed to the public assistance pro- 
visions of the bill, the Secretary made it quite clear we were in favor 
on fre principle of averaging, and the variable grant principle in the 

ill. 

The reason we favor the principle of averaging and the reason I 
think all the States favor it, is that the present formula is inequitable 
with reference to State expenditures as a whole. 

The present formula works something as follows: 

Take two States side by side and each has, each of them has 2 cases, 
and 1 spends $30 on 1 case and $200 on the second case, because maybe 
it isa hospital case. 

Now the $30 under the present formula gets $24 reimbursement, and 
the large grant gets only $39 because that is the maximum. 

Well, $24 and $39 would be $63, so that that State, which has spent 
$230, gets only $63 reimbursement. 

On the other hand, the next State has two cases that they are spend- 
ing $60 on each case. In other words, they are spending $120; they 
get $39 reimbursement for each case or a total of $78, so the State that 
1s spending only $120 gets $78 Federal funds. 

The State spending $230 gets $63 Federal funds. So it would just 
seem that this method of trying to reimburse on the basis of the in- 
dividual case up to a maximum has not been equitable among the 
States, and the average does make it possible to take the total State 
expenditures and reimburse against the total state expenditures. 

It is true that in any averaging principle a State, if they had 
50,000 cases, and added one case at $20, and their average is way above 
$66, would get more in Federal reimbursement than the total cost of 
that case. ; : : 

But that is true at the present time, and it is true in any averaging 
principle, but I think you have to remember that the State is spending 
is own money and that is the reason it gets the averaging. 

Senator Carrson. Maybe I don’t understand it, but if I understand 
it correctly, our State—and I believe I have analyzed our State cor- 
rectly—will benefit under this formula but I wouldn’t even want to 
get. our State in a position where we could put some person on for 
medical care or some small item less than the $42 average and then 
make a profit on it. u ne 

I would be opposed to that even for Kansas. I think this is a pro- 
gram now we want to get out for people and not for States to make 
a profit on. ; , 

Senator Jenner. Senator, your increase is 108.2 percent under this 
new variable formula. 
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Senator Cartson. I have gone into it and it is very complicated. 
The old formula is bad enough and this is a new one. 

Senator Kerr. Will the Senator yield? 

Senator Cartson. I am through. 

Senator Kerr. Will you yield ? 

Senator Carson. I will yield; I am through. 

Senator Kerr. I want to say I am in the throes of the same difficulty 
he has described, but I have arrived at the conclusion that this formula 
is more easily understood than the other, but in view of the fact that 
it is new, I can continue to understand the old one easier than I can 
become acquainted with the new, but, having done so, in my judgement 
it is less complicated. 

Senator Jenner. Mr. Chairman, I have to go to Judiciary and 
Senator Bennett said he would pass to me. 

I just have a question or two on this formula thing. I would like 
to put in the record a table, the increases in Federal welfare grants to 
States under this bill compared with the estimated cost to taxpayers 
of such increases, and I would like this to go into our public record. 

The Cuarrman. Without objection. 

Senator Jenner. It shows, for example, we will take the State of— 
well, let’s take the State of Kansas the Senator has been talking about, 
if I can find it here. The increase—percentage amount of increase— 
is, of course—it is 108.2 percent to the State of Kansas, and you have 
some States run as high as 908 percent increase. 

Mr. Chairman, I think this table should be studied by every mem- 
ber of this committee. 

There is really nothing new about this new variable formula. It’s 
been proposed before, and fought hard for, but it was rejected by the 
Roosevelt administration, by the Truman administration, and up to 
the present time this new variable formula has never gone into effect. 

I would like to ask the witness this, for example: The feature is the 
rather deeply hidden charge in the formula for welfare grants to 
the States under which for the first time the idea of so-called variable 
grants will be injected. , 

In other words, the ratio of Federal grants to State welfare expendi- 
tures will be graduated or varying so as to give higher ratios to States 
where the per-capita income is below the national average, and a lower 
ratio to the States where the per-capita income is above the national 
average, is that true, sir? 

Mr. Scnorrianp. It is correct, Senator, that is—the latter part of 
your statement, that those below the national average would get a 
higher percentage. 

Senator Jenner. Certainly. 

Mr. Scuorrianp. Yes. ; 

Senator Jenner. It is my information, this is just a starter obvi- 
ously. But it is thought that it is a very dangerous one. The idea of 
a variable grant has been pushed very strongly, and it’s been resisted 
successfully, under the Roosevelt administration, the Truman ad- 
ministration, and so forth. 

During the House committee and floor action nothing was said about 
variable grants in the publicity put out on the bill. I would guess 
that many House Members were unaware of that feature. 
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Now, here is what it does, in fact, as I understand it, gentlemen of 
the committee: From this table that I am going to put in the record, 
you will note at one extreme, New Jersey would get back 16.3 per- 
cent of its costs, and that at the other extremes, you have States that 
would get back as high as 735 percent and 908 percent of costs to the 
taxpayers within the respective States. 

or my State, for example, our score would be 52.9 percent or 
roughly we get $1 back for each $2 spent. 

ow the variable grant features of the social-security bill are not 
entirely responsible for the wide spread between the 16 percent for 
New Jersey and a 960 percent for certain other States; I am not mak- 
ing a point, I am not picking on any States, I just think we have got a 
bear by the tail here. 

A few of these States have been running their welfare programs 
and then been very liberal with them, in other words, put anybody 
and everybody on them. 

The welfare program in other States, they have tried to be-.con- 
servative. For example, the State of Virginia, and the State of New 
Jersey and my State have been rather conservative, and that is what 
the fight came about a few years ago when we found out that there 
were people getting old-age assistance and welfare in our State that 
had $100,000 in the banks, and we found out that the wealthy people 
were drawing old-age assistance, and we found out that b'g strong 
able-bodied men would come in and make an affidavit that they were 
paupers in order for their father and mother to qualify under this 
thing. 

It become a racket in our State, and that is when we had the falling 
out with the Federal Government. And we passed a law saying we 
are going to make these rolls = to the public so that the neighbors 
can take a look and see if somebody is getting welfare assistance who 
is not entitled to it, that can be taken care of by their families, and 
so forth. And this department took away our own money and 
said, “If you do that with $20 million, we are going on withholding 
every year from your program.” And we put an amendment through 
Congress, and I introduced it, and it was adopted and it’s been adopted 
since by other States saying—the Federal Government can’t withhold 
because we were trying to act conservatively. What is the sense of 
giving money to people who are wealthy? And under this new vari- 
able formula, gentlemen, I am going to tell you what little I have gone 
into it; and we are all rushed for time. According to this table you 
are going to take a State that is trying to do a decent job for its own 
people, and you keep the grafters and the cheats off the rolls, and you 
are going to give them premiums to the grafters and cheats and the 
States to just put anybody and everybody on. And you are going 
to penalize states like Virginia and New Jersey and Indiana and many 
others who have tried to run their program square and fair and 
honestly, and I just don’t understand why, after the Roosevelt ad- 
ministration opposed this thing successfully, and the Truman ad- 
ministration and now we come along under the Eisenhower adminis- 
tration and advocate such a proposition as this. 

There is nothing new about this formula; they have been trying to 
get it for years. 
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Now all these things would be wonderful, but I just come back 
again to the question, Mr. Chairman, where are we going to get the 
money to do all these things for all these people all over our country 
and all over the rest of the world without bankrupting ourselves or 
going into inflation and destroying this country? And when we go 
down the drain there goes the last best hope of freedom and liberty 
and security and peace and everything else. And if we go and do these 
kind of things, we are going—it doesn’t matter what you give people 
for old-age assistance, you can raise them up to $500 a month, if we 
keep doing this—you are going to bring about a chaotic situation 
under inflation that the $500 a month wouldn’t help them any more 
than they are being helped today; you couldn’t feed a dog on it and 
that is true in a lot of cases, even under this program. 

And I want this to go into the record. I hope it is true, it is not 
my study, it’s been thoroughly worked out. 

I understand these figures are available. I think the Department 
originally furnished them, but there has been no publicity on this 
put out all over the country. 

People don’t know what it means and what it is going to do. 

That is about all I have to say. I have to go to another committee. 

(The table referred to by Mr. Jenner is as follows:) 


Increases in Federal welfare grants to States under H. R. 13549—Compared with 
estimated costs to taxpayers of such imcreases 























Total Cost of | Percent- || | Total | Cost of | Percent- 

State (in order of | annual | increase age State (in order of annual | increase age 
per capita income, | increase'| to tax- amount per capita income, | increase'!| to tax- | amount 

1954-56) (thou- payers | ofin- || 1954-56) (thou- | payers of in- 
sands) (thou- crease is || | sands) | (thou- | crease is 

sands) of cost || | sands) | of cost 
Delaware. ........- $311 | $1, 756 | 82,7) i ARO cin win'es | $3,179 | $1, 439 220.9 
Connecticut ---_.... 1, 525 6, 476 Ae Tt atone chen 7, 275 3,195 | 227.7 
Nevada............ 221 576 | S68 Fis TORRE ido. ccdcawse 14, 117 12, 175 | 116.0 
New Jersey....---- 1, 965 12, 088 | 16.3 || Nebraska... .--.---- | 2, 583 1, 727 149. 6 
District of Colum- TENDS bcc cass Lo | 2,507 | 1, 180 | 212. 5 
Te ES } 1,168 2,072 | 56.4 || Virginia. _......--. 3,229 | 4,835 | 66.8 
California.........- 9, 416 30, 250 31.1 liens teen 1, 638 950 | 172.4 
New York......... 13,273 | 40,093 | 33. 1 Vermont..........- 1, 193 | 518 230. 3 
| NR | 8,186 | 20, 464 | Sa ae ae | 1, 842 | 691 266. 6 
Michigan_________- 8, 453 14, 420 | 58.6 || Oklahoma. .___-_-- | 23,803 | 2,619 | 908. 9 
Massachusetts-___- 4, 375 10, 534 | 41.5 || New Mexico....--- 4, 684 | 921 508. 6 
trata bau } 7, 973 17, 787 | 44.8 || Louisiana__......_- 24,771 | 3, 367 | 735. 7 
Maryland _-_-_---.... 2, 355 5, 468 43.1 || Georgia............ 21, 689 | 3, 742 | 579. 6 
Washington -___... 3, 693 4, 404 83.9 || South Dakota ---_- 2,900 | 576 503. 5 
Rhode Island_____- 1, 473 1, 669 | 88.3 || North Dakota_-___. 1, 936 547 | 353. 9 
Pennsylvania___--.- 9, 228 20, 550 44.9 || West Virginia_..._- 10, 321 | 2,101 | 491. 2 
SEMB soc cane et 3, 592 6, 793 52.9 || Temmessee.-.......- 10, 333 3, 252 317.7 
OUD. shsicukcuwe 1, 725 2, 619 | 65.9 || Kentucky---.-....- 7,401 | 3, 108 | 238. 1 
Wyoming.._......- | 249 460 | 54.1 || North Carolina___-_! 7, 127 3, 914 182. 1 
Montana. --__-_._- 1, 335 863 | 154.7 || Alabama..........- 6,690 | 2,677 249.9 
Missouri_........-- 5, 582 6, 879 | 81.1 ||} South Carolina-.-- 2, 967 | 1, 756 | 169. 0 
SUED. co wenn ann 3, 571 2, 562 139.4 || Arkansas........-- | 9, 682 | 1, 266 | 764. 8 
Wisconsin. --____.- 5, 578 5, 900 | 94.5 || Mississippi----._--| 874 | 1, 180 | 74.1 
New Hampshire--_- 649 921 | FO BR BA nekumadagan 226 288 78. 5 
Minnesota._______- 6,303 | 4, 663 | 135.2 || Hawaii...........- 588 | 835 | 70.4 
Kansas. __..-....-- | 2,928 2, 705 108. 2 || ——$— | —____|_—__ — 
BRONMIB. 6 ace ihigeccs 9, 136 5, 987 152.6 || United States total.| 287,818 | 287,818 |__......-- 

| ' 








1 From report of Committee on Ways ann Means, House of Representatives. 


Mr. Scuorrianpb. Mr. Chairman, I would just like to point out that, 
two things: 

First, that the variable principle is not new, that it is used in many 
other Federal programs, and has been consistently supported by the 
Department in connection with other programs such as the Hill- 





prese 
over 
as 35 
tion 
$30, 
vari: 
in al 
tion, 
mak 

Se 
effec 
that 

M 
of $: 

Se 
addi 
the | 

M 

Se 
har¢ 
in tl 

M 


of | 
tha 


ee OD eed OP 


a 
— 
=) 
= 


ble 
the 
rel 
shi 


am 
PD DOO wm OO 


QAaQNG 


eee ee 


COrK-1nN OM 


se ee 
moe OOS 


+ | 


SOCIAL SECURITY 429 


Burton Act for hospital construction and vocational rehabilitation 
funds. 

These are all distributed on a variable grant basis. 

Also, the present formula in and of itself, is a variable grant. The 
present formula results in a variable grant with some States getting 
over 70 percent Federal reimbursement and others getting as little 
as 35, with the States that have low grants, getting a large propor- 
tion of their total payments because they get 80 percent of the first 
$30, so that in effect, we now have a variable grant, but it is not a 
variable grant that is equitable, and our whole push in the Department 
in all these grant programs, Hill-Burton, and vocational rehabilita- 
tion, and children’s programs, has been to have a variable grant which 
makes some sense and which does some equity as among the States. 

Senator Kerr. Isn’t it a fact that the last raise that was put into 
effect in 1956 moved it from what, as I recall, 75 percent—what was 
that last one ? 

Mr. Scuorrianp. It was four-fifths of $25 and went to four-fifths 
of $30. 

Senator Kerr. Yes. Well, isn’t it a fact that some States took that 
additional amount and actually passed on less than the full amount to 
the beneficiaries ? 

Mr. Scuorrianp. Yes; some States did that. 

Senator Kerr. So that if you want to find examples which would be 
hard to justify, actually, there is more in the present formula than 
in the formula you have recommended. 

Mr. Scuorrianp. That is what we think, Senator. 

Senator Kerr. That is one basis of the recommendation. 

Mr. Scuorrianpb. That is correct. 

Senator Anperson. I only wanted to ask one question: What is the 
origin of section 510, that repeals the assistance provisions in the 
Navaho Rehabilitation Act ? 

Mr. Scuorriann. The history of that, Senator, is this: There has 
been in the law something which we have opposed from time to time, 
whenever the matter has come up. There has been a provision that 
where the States grant public assistance to the Navaho and Hopi 
Indians, that in addition to the formula now in the law, that the 
Federal Government will pay 80 percent of the State’s share. 

In other words, if the State grants $30, they now get 80 percent 
Federal reimbursement. 

Senator Kerr. If it goes to a member of one of those tribes ? 

Mr. Scuorriann. No; anybody, if the State grants $30 we now give 
$24. The State would pay $6. 

Now, under the present, this present provision of the law, instead 
of a State paying $6, the Federal Government will pay 80 percent of 
that $6. 

Senator Kerr. Under present law ? 

Mr. Scuorrianp. Under present law. So that 

Senator Kerr. If it goes toa member of one of those tribes ? 

Mr. Scuorrianp. That is right, if it goes to a member of one of 
those tribes, and it seemed to us, if the bill as written, with this varia- 
ble grant which makes a concession to the low-income States which are 
the States generally that have these tribes and there is such large 
reimbursement that to have an additional 80 percent of whatever their 
share is—it is small anyway—seemed to us inequitable. This variable 
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ant in the bill to some extent does reflect a higher payment to the 

tates that are taking care of the Indians. 

Senator Anverson. Well, it is not of real significance in my own 
State, although we have 20,000 Navahos, it is a problem in Arizona, 
where they have 60,000 Navahos. The State receives no revenue from 
these Indians, they do not pay State taxes. Yet the State has to put up 
money for their maintenance, and the inevitable reaction is when a 
caseworker works on one of those, the tendency would have to be, 
naturally, to refuse assistance to this Indian because the State gets no 
revenue from the reservation. 

It occupies, as you know, an area larger than a great many of our 
States right inside the State of Arizona. 

The chairman of the Appropriations Committee, Senator Hayden, 
brought this—— 

The Crarrman. I gave the letter to him, Senator. 

Senator Anperson. Brought this to our attention and I thought it 
a be well to have comment on it for the record. 

ave the memorandum this morning to the Chair. I will grant 
the State of Arizona is better off for the variable payments with this 
exclusion than it would be without the variable payment, but this 
was a matter that would seem to be a question of justice and the Con- 
gress has so taken the position. 

I believe that Senator O’Mahoney’s name was the first name on the 
Navaho rehabilitation bill, but I know from whose office it came, I 
am chairman of that committee, the Navajo Hopi Rehabilitation Com- 
mittee, and I worked on the problem pretty consistently. I just 
wondered if there was a great deal of thought devoted to this or 
whether somebody said, “Well, this is a special favor to Arizona, 
we have to take that out.” 

Mr. Scuorrianp. I think, Senator, the figures will demonstrate why 
we suggested it be taken out. 

Senator Anperson. That is what I wanted to have. 

Mr, Scuorrtanp. Most of your Navaho and Hopi Indians are in 
Arizona and New Mexico. 

Senator Anperson. Well, there are few in Utah, as the Senator 
from Utah knows. 

Senator Bennett. That is right. ; 

Senator Anperson. But 60,000 of the 80,000 are in Arizona. _ 

Mr. Scuorrianp. Yes. These are the figures involved. Arizona 
now gets an average reimbursement from the Federal Government 
of $35.51 per case per month. ‘ 

Under this House bill, Arizona average would be increased to 
$45.60 per case per month. 

Senator Wiu1aMs. At that point, I didn’t quite get those figures. 

Mr. Scnorrianp. $35.51 at the present time to be increased to $45.60, 
so that in effect, this variable reflects the need, due to the Indians 
because generally they are a fairly low-income group. _ 

Senator Wru1ams. What would the State contribution be in each 
instance with those payments? 

Mr. Scuorriann. The State contribution in Arizona, under those 
payments would be—just a second, Senator, we will look it up in the 
table—we will get that in a moment for you. 
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Senator Anperson. May I explain, Mr. Chairman, my primary in- 
terest is not in the treasury of the State of Arizona. It is in these 
Indians who are going to have eventually a substantial amount of 
money. 

They eventually are going to be a rich tribe, but it isn’t there yet. 
They will have in time, I hope, a hundred million dollars in their 
trust fund from oil which is just now starting to develop. 

They are going to have eventually a lot of money from uranium and 
a lot of money from helium, but it is in the future. The situation 
that arises in the individual family is not too good if the State of 
Arizona receives no income from them, but is compelled to contribute 
a portion to these cases. 

The tendency is to say, “Well, the Navaho has got plenty of money 
coming someday, we just won’t take care of this case.” I am not 
trying to be critical of the people of Arizona. They have a real prob- 
lem of their own with 60,000 people living in one corner of the State 
who pay no taxes to the State. 

And the House of Representatives, I am happy to say, just yesterday 
followed the lead of the Senate and passed a special bill for the con- 
struction of Highways 1 and 3, which cross the Navaho Reservation. 

They have never been able to build a road because the highway com- 
missioners of Arizona would not build it, that is all. They are elected 
in the other areas and they never would vote a dollar for that reser- 
vation. 

Again, I am not critical of them. I have discussed it with the Ari- 
zona highway people and we put through a special bill which I hope 
the President will now sign that gives them some relief there. 

I am only using that as an illustration that this is a very difficult 
problem for the Indians. It is no problem at all ordinarily to the 
people of Arizona, but a very difficult problem to the Indians. I 
have been on the reservation a good deal, and I think I know pretty 
nearly every tribal council member. 

I certainly know all the top members of it very well personally. I 
have been in some of their homes, and even in some of the hogans, and 
I wondered how much thought had been given to it. 

Did you ask for any testimony: on this before you made the recom- 
mendation ? 

Mr. Scuorrianp. No, Senator, there was none, but our feeling was 
that both the States gained so much under this formula 

Senator Anperson. It is not a problem in New Mexico. We have 
taken care of the Navaho Indians in New Mexico. 

Mr. Scuorruanp. Well, in Arizona, it was our feeling that with the 
tremendous increase in Federal funds that would be available, that 
there didn’t seem to be continued justification for special treatment 
of this particular group. 

Senator Anperson. Recognizing that that will mean the elimina- 
tion of Indians from the relief rolls ? 

Mr. Scuorrianp. Well, we didn’t think so at the time, because the 
State 

Senator AnpEeRsoN. Were you around when we had the last battle 
over there ? 

Mr. Scuorrianpb. I was not here, but I remember it. 
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Senator Anpverson. Not here, I didn’t say in this room, but you 
remember it? All right. I just wanted to find out whether there 
had been any special consideration given to it. 

As I say, I am not here pleading in any way for the State of New 
Mexico, or Arizona, but I am somewhat interested in these Indians 
and the Navaho-Hopi rehabilitation committee, the so-called watch- 
dog committee, which is their only avenue of dealing with the Con- 
ere I happen to be chairman of it and that is why I am interested 
in it. 

Mr. Scnorrianp. Senator Williams, the State would put up $21 in 
the case of Arizona. Both under the present formula, to get $35.51 
reimbursed, and $21 under the Seaeet ba to get $45.60 reimbursed. 

Senator Anperson. I thought we now took care of 80 percent of it. 

Mr. Scuorruanp. This is the general situation for Arizona in re- 
sponse to Senator Williams’ question. 

Senator Wixu1aMs. No, I was asking in response to the same ques- 
tion he was asking. 

Senator Anperson. Yes. Wouldn’t this greatly change the situa- 
tion with reference to Indians in Arizona ? 

Mr. Scuorruanp. Yes; it would, because in this situation at the 
present time, the State would get 80 percent of the $21 reimbursed, so 
that the State actually would be putting up roughly about $4. 

Senator ANDERSON. $4.20? 

Mr. Scuorrianp. Yes, they would put up $4 for an expenditure 
of $56.51, if my figures are correct. They are now putting up $4. 
Under this bill, they would be putting up $10 or $11. 

Senator Anperson. $21 wouldn’t they? Wouldn’t they be putting 
up $21 against $45.60? Sure they would. 

Mr. Scuorrianp. Yes, that is correct. 

Senator ANpERsoN. What you do in effect by this is say that as far 
as the Indian cases are concerned, where the State of Arizona now 
puts up $4.20, against $35.51, it would now have to put up $21 
against $45.60. 

You increase the benefit $10 and increase the Arizona payment $15. 
You and I know what is going to happen in Arizona, don’t we? 

Mr. Scnorrianp. Of course——_ 

Senator Anperson. Well, don’t we? I am interested in the In- 
dians and I think this is a bad thing. I think you are putting this 
provision in the bill without any warning to the Navahos whatever 
of what you are doing to them. 

Hopis are a small group and they are important, but they are not 
as numerous as the Navahos. So far as I know, Mr. Chairman, no 
warning whatever was given either the Navaho Tribal Council or the 
Hopi Tribal Council that this provision was here. 

It was going to be put through almost under cover of darkness. I 
don’t think it is quite fair to the Indians who do not have any par- 
ticular spokesman assisting them in their unusual problem. 

Senator Wu41414Ms. It just further emphasizes the problem of try- 
ing to rush a bill like this through in 3 days. 

Senator Anperson. I am frank to say that I suppose I should have 
read the bill carefully and recognized the danger when it said repeal 
section 9 of the law of 1950. I should have remembered that my name 
was on that law and, therefore, ask ““What are they doing with it?” 
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But I didn’t, and it wasn’t until I just happened to find out that this 
was involving the Indians that this question came up. 

I really do believe that you should have notified the Navaho Tribal 
Council that you are proposing to do this to them because this is bad. 
The day will come when the Navahos I hope will be off relief. The 
Laguna Indians, where they have a similar situation, have been able 
to go off relief rolls. There are only 450 able-bodied men in the whole 
Laguna group. Every one of them is in the employ of Anaconda 
Copper in that company’s uranium development. 

They are in fine shape; they are improving their homes; they are 
buying life insurance, and automobiles. They are accumulating what 
promises to be at least an $18 million trust fund out of their royalties 
im uranium. 

They are going to be all right. 

The Navahos are going to be in time, but it is going to come at a 
later time. I believe for the next 2 or 3 years it will be unfortunate if 
this happens. 

Senator Wiriu1aMs. For one not familiar with it, let me ask you, 
you said, they would not be taxable. 

Ww ould not their income on this $100 million be taxable? 

Senator Anperson. Not if it is received as a tribal fund, and that is 
the way they received it. 

The first $30 million they got from the oil royalties, it was for the 
tribe. 

Senator WiuiaMs. I thought we made American citizens out of 
them and eliminated all distinctions. 

Senator ANpErson. They received it as a tribe. 

Senator Kerr. It is not taxable if it comes from restricted prop- 
ert 

Scithtee Anverson. I will just say to you, we had a nice battle in 
the Interior Committee a few days ago with which the members of 
this committee are familiar. It happened because the Indians wanted 
to get something given to them as a tribe, and I insisted we give it to 
them so it went on the tax rolls. 

You are caught constantly ni these squabbles. All that you do is 
try to do the best you know how. ‘This is an instance when [ am on 
the Indians’ side. I feel that this would not cripple Arizona too 
much, but I think it will cripple the Indians substantially, and I 
don’t believe you are going to gain enough out of it. 

How many Indians are you giving assistance to now in Arizona? 

Mr. Scuorrianp. It is just a little handful. 

Senator Anperson. I know it. Why stir them up for a little 
handful ? 

Mr. Scuorritann. Well, our feeling was with a State getting so much 
more money, that the State ought to be able to take care of this hand- 
ful without a special Federal Taw to take good care of the total bill, 
just for this group. 

Senator Anperson. I don’t wish to take up the time, Mr. Chair- 
man, but that is the very theory upon which they said, “Don’t pass 
my highway bill. The State of Arizona ought to ‘build that road.” 

It is true. I wasted a lot of time trying to persuade the State of 
Arizona to build Highways 1 and 3. They didn’t do it. 
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Their highway commissioners are elected in Phoenix, Tucson, and 
Nogales; and, by a strange quirk, they paid some attention to where 
the votes came from. 

Nobody around this table would do that, but the highway commis- 
sion did, and perfectly naturally, the road did not get built. 

You have the same problem in connection with this. I want to say 
to you since it is only a handful, and since these Navahos are working 
more and more, with fewer and fewer going on the relief rolls, I hate 
to have them all stirred up over what may not save the Federal Gov- 
ernment any real money, but makes it necessary for those of us who 
have been trying to carry this burden to go out and try to explain 
to a tribal council meeting on September 13 and 14, why you did it. 
I had planned to go out there. 

If this passes, I am going to let somebody else go out there. 
[ Laughter. | 

Mr. Scuotrianp. Our only feeling, Senator, was that this kind of 
legislation does keep the door open for other special groups. 

The Cuarrman. How many are involved in the Indians? 

Mr. Scnorrianp. I don’t have the figures offhand, but it is very, 
— few. 

enator ANpERSON. Could I ask that the figures be supplied ? 

Senator Kerr. Would there be a way for you to supply the figures ? 

Mr. Scuorrn.anp. Yes, it is a few. 

Senator Anperson. It is a relatively small number. The Navahos 
themselves have been careful about this. They have used their money 
constructively. The first $30 million coming out of the oil royalties, 
they took $5 million and set it up for scholarships for their young 
Navaho girls and boys to go to college and not be dependent on the 
Government. 

They are trying to do a big job and some of us are trying to en- 
courage them to handle it in that way instead of being wards of the 
Government. I don’t say the position taken by the DP eeataicat is 
wrong. I simply say it poses a whole brand new problem for us when 
in reality very few dollars will be saved. While it might, as you say, 
open the door to other groups, there are not too many groups in just 
this sort of a situation. 

The Navaho Nation is larger than any number of States you could 
mention. It is a tremendous area. But only now, because of the de- 
velopment of oil and gas, which years ago nobody thought existed, 
and development of uranium, which nobody cared about only a few 
years ago, they now are about to get on their feet. 
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(The figures on the Navahos supplied by Mr. Schottland are as 


follows:) 


Selected information about operation of sec. 9, Public Law 474, in Arizona and 
New Mewico, fiscal year 1958 
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Senator Doveras. They have got to look out for their lands or 
those will be taken from them. 

Senator Anperson. Well, it just so happens that nobody has been 
able to get a foot of their land recently, except for the construction 
of the Grand Canyon Dam and in that instance, a trade highly satis- 
factory to the Navahos was made. I don’t think it was too unsatis- 
factory to the Federal Government, as I think the Senator from Utah 
will admit. 

Senator Bennetr. But creating some serious problems for a few of 
the white people who were told by the Federal Government in a definite 
statement 20 years ago, no more Utah land would be taken for the 
Navaho reservation, but now we take it. 

Don’t worry about the Navahos, they have many powerful friends 
at court. 

Senator Anperson. I hope I was one of them. 

Senator Bennerr. Yes, I think I am, too. But strike the word, 
“powerful” with respect to me. 

Senator Anperson. I have stated what I hoped to state, Mr. Chair- 
man. I appreciate your giving me a chance to express myself. I hope 
we may get from the group of proper government officials the amount 
of money that might be saved by putting through this provision and 
let the committee consider it. 

I only say, Mr. Chairman, if the Government wants to recommend a 

radual scaling down of this 80 percent, it might be possible to so do 
it. That would help you with your other problem of special groups. 

The Cuarrman. Please furnish that as promptly as possible. 

Mr. Scnorrianp. We will do that. 

The Cuarrman. And we would like to get information relative to 
the letter from Senator Hayden. _ 

(The letter, enclosures, and the information requested follows :) 

UNITED STATES SENATE, 
COMMITTEE ON FINANCE, 
August 13, 1958. 
Memorandum. 
To: Hon. Harry F. Byrd, Chairman, Senate Finance Committee. 
From: Clinton P. Anderson. 

Mr. Chairman, I would like to invite your attention to a letter and telegram 
handed to me by the distinguished senior Senator from Arizona. These com- 
munications relate the concern felt by the State of Arizona over inclusion of 
section 510 in the social-security bill, H. R. 13549, which is now under con- 
sideration by the Finance Committee. 

Section 510 of the bill repeals section 9 of the Navaho-Hopi Rehabilitation 
Act. This provision of the act recognizes the unique Federal responsibility 
involved in caring for those Indians who are distressed. It requires a special 
matching formula of Federal aid to the States for amounts paid by the States 
for old-age assistance, aid to dependent children, and aid to the needy blind for 
Navaho and Hopi Indians residing on reservations or on allotted and trust lands. 
Congress recognized by the enactment of this act that the burden of looking after 
these Indians continues to be a Federal burden and not one which should be 
placed upon a single or a few States. I can find no explanation why this section 
which attempts to repeal this Federal responsibility was inserted in the present 
legislation. The House report gives no enlightenment on this whatsoever. I 
feel that this attempt is beyond the scope of the present legislation, and I hope 
that the committee will act to delete it from the bill. 

I am attaching copies of the letter and telegram received by Senator Hayden 
from the Department of Public Welfare of the State of Arizona. 
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STATE OF ARIZONA, 
DEPARTMENT OF PUBLIC WELFARE, 
STATE OFFICE BUILDING, 
Phoeniz, August 6, 1958. 
Hon. CARL HAYDEN, 
United States Senator, 
Washington, D.C. 


DEAR SENATOR HAYDEN: This letter is to provide you with additional informa- 
tion in regard to the social-security amendments and is a followup of our tele- 
gram of yesterday. 

The Arizona State Department of Welfare has historically taken the position 
that the Navahos and Hopis have treaties through the Federal Government with 
all of the 48 States. This indicates a sharing of responsibilities and duties with 
all of the States. With this as a premise, it is our thinking that a special 
formula for matching of assistance grants is only just. 

The Navahos and Hopis represent 10 percent of our federally matched case- 
load. This, as you can see, is a heavy percentage, particularly in relation to 
their population. 

The best interest of the State of Arizona would be served by : 

1. Continuation of the present Navaho-Hopi formula; and if at all possible, 
its extension to aid to the permanently and totally disabled and any other 
federally matched assistance program that may conceivably develop in the 
future. 

2. Adoption of a variable grant formula in addition to the above for the 
rest of the caseload. Arizona still falls in the category of a “have-not”’ 
State. 

Thank you so very much for your vigilant efforts in our behalf. Reader’s 
Digest may refer to you as the “Silent Senator,” but we prefer to refer to you 
as the “Get it Done” Senator. 

With very best wishes to you and a hope that you adjourn in the near future 
so that we can have the pleasure of your company in Arizona once again. 

Sincerely yours, 

Fen Hi~pretTu, Commissioner. 
PA: WLP: MS 


PHOENIX, AriIz., August 8, 1958. 
Hon. Cart HAYDEN, 


United States Senator, 
Washington, D.C.: 


Using the proposed variable formula on the federally matched Navaho and 
Hopi caseload in place of the present special formula will increase the annual 
State cost for Navaho and Hopi Reservation cases by the following amounts: 
Old-age assistance, $101,636.64; aid to dependent children, $127,390.92; aid to 
the blind, $13,553.76. However, there is indication that the application of the 
variable formula to the entire caseload including the Navaho and Hopi Reserva- 
tion cases would decrease the annual State cost. It would be to Arizona’s 
advantage in terms of saving State money to have the proposed variable formula. 
It would be even to greater advantage to have the new variable formula plus— 
I repeat, plus—the present special Navaho-Hopi formula. In addition, on philo- 
sophical grounds we would dislike to see the abrogation of Federal responsibility 
for the special needs on the Navaho and Hopi Reservation. Your efforts are 
appreciated. 

FEN HILDRETH, 
Commissioner, Arizona State Department of Public Welfare. 


(The information submitted by Mr. Schottland follows :) 


Mr. Hildreth has described correctly the position which the State of Arizona 
has historically taken with reference to the responsibility of the Federal Govern- 
ment for the Navaho-Hopi Indians. There is a difference of opinion between 
some of the States such as Arizona and New Mexico and the Federal Govern- 
ment concerning the role of the Federal Government in meeting the needs for 
public assistance of Indians residing on reservations. 
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The Department of Health, Education, and Welfare has always had serious 
reservations about the desirability of special provisions singling out one needy 
group such as the Navaho and Hopi Indians residing on reservations for special 
treatment, In most States, responsibility for all eligible persons is accepted. 
Arizona and New Mexico, however, have accepted only limited financial responsi- 
bility for caring for the needy Navaho and Hopi Indians and section 9 of the 
Navaho-Hopi Rehabilitation Act reflects their position in this matter. 

Senator Doveras. Mr. Chairman. 

The Cuarrman. Senator Douglas. 

_Senator Dovenas. Mr. Schottland, the last increase of public as- 
sistance was in 1956? 

Mr. Scnorrianp. That is correct, Senator. 

Senator Doveras. How much has the increase, or the cost of living 
been since that date ? 

Mr. Scuorritanp. About 5 percent. 

Senator Dovetas. During that time, the basis of Federal reimburse- 
ment has not been increased ; is that correct ? 

Mr. Scuorrtanp. That is correct. 

Senator Dovueias. Have not the recipients of old-age assistance, 
therefore, suffered a reduction in their already meager incomes? 

Mr. Scuorrnann. The average payments in old-age assistance have 
been increasing in the States. 

Of course, this does increase the Federal share when it does. In 
the last 2 years, the average has increased—let’s see if 1 can give it 
to you—the last year it’s increased a little over 3.1 percent. 

Senator Dova.as. Isn’t it sort of a delayed reastion which comes 
because of the increased Federal share ¢ 

That is when we grant reimbursement to the States for the first 
year or so, doesn’t it tend to be aid to the States rather than aid to 
the aged ? 

Mr. Scuorriann. The general history of Federal increases is that 
some States pass it on immediately. Some States delay passing it on, 
so it is gradual. 

Senator Doveras. And some probably never fully pass it on. 

Mr. Scuorr.anp. That is correct, particularly those States that 
already have very liberal standards, but, eae speaking, the thing 
is passed on, and just to indicate this, the price level since 1954 has 
increased about 8 percent, but during the same period, the average old- 
age assistance payment has increased over 19 percent. 

Senator Doverias. Yes, but I mean prior to 1954, did you have the 
actual payment to the aged increasing ? 

If you go back to 1950, from 1950 to 1954, did average payments in- 
crease as rapidly as the cost of living? The cost of living during 
that period probably rose by about 13 percent, 13 or 14 percent. 

Mr. Scrorrianp. Well, in presenting this, I would like it clearly 
understood we are not stating that we think the average is high. 

Senator Doveras. No; but we are trying to establish the fact. Isn’t 
it true there was a delayed movement from 1950 to 1954? 

Mr. Scuorrianp. Generally speaking, on the basis of the purchas- 
ing power, the average in old-age assistance has increased faster 
over al]—— 

Senator Doveras. Was that true from 1950 to 1954? 

Mr. Scuorrianp. Yes, the average grant in 1950 was $43.85. 

The purchasing power, on the basis of the 1945 dollar being con- 
sidered as 100, was $33.30. 
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In 1954, the dollar amount was $51.45. The comparable purchasing 
power was $34.55, : 

Senator Doveias. $34—— 

Mr. Scworrianp. $34.55. 

Senator Doveias. What had it been ? 

Mr. Scuotrianp. In 1950, it was $33.30, so it had gone up. 

Senator Doveras. About 2 percent? 

Mr. Scuorrianp. About 3 percent. 

Senator Doveias. Two percent. 

So you think the increases have been adequate ? 

Mr. Scnorrianp. No, Senator, I would not say that. I just am 
merely responding to your question in reference to averages in dollar 
amounts as against purchasing power. 

I think the Secretary stated it has always been our position that 
many States have much too low grants in this and other programs. 

Senator Doveras. But may I raise this question: Haven’t medical 
costs increased about twice the rate as the increase in the cost of living? 

Mr. Scnorr.anp. I am not sure exactly what the percentage is, but 
it has been much more substantial. 

Senator Doveras. Hasn’t it eaten away a considerable portion of the 
apparent increase in real income ? 

Mr. Scuorr.anp. I think in some States, if their dollar amounts 
ran about the same, and their medical care costs increased, obviously 
this would result in some decrease. 

I am under the impression this has not been generally the case, 
however. 

Senator Dovetas. Isn’t it true that in all this discussion we start 
from an extremely low level? The original old-age assistance grant 
or, as I would like to call them, old-age pensions, started in the thirties, 
when we were in the midst of a depression and the localities and the 
States lacked financial resources and had acute financial problems 
and, therefore, they had to keep the assistance and pension payments 
down. As the country has become more prosperous, merely to hold 
our own to the standard of the thirties, is not very much of an achieve- 
ment, is it? 

We should make very large gains over the thirties, should we not? 

Mr. Scuorrianp. Speaking personally, Senator, I agree with you. 
I think that in many States the grants have been unconscionably small. 

Senator Douctas. And, really, the grants in many cases have been 
Jess than necessary to maintain a biological standard of life; isn’t 
that true? 

Mr. Scuorrianp. I think the States making the low grants have 
all agreed, or most of them, certainly, agree. 

Senator Dovatas. So there really has been a failure to meet the 
human budgets of these people, there has been a depletion of energy 
and strength in these people. 

Mr. Scnorrianp. In many cases. 

Senator Doue.as. These are considerations which frequently do not 
get expressed in hearings. 

People are thinking of the monetary cost to the Federal Govern- 
ment, but the impalpable but real cost of the vitality of our old 
people is also real and they tend to be ignored, isn’t that true? 

Mr. Scnortianp. I didn’t get that last. 
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Senator Doveuas. Is it not easy to forget the fact that the stand- 
ards of aid given to the aged were originally grossly inadequate, are 
still grossly inadequate in a large percentage of the cases, and are 
such that the physical vitality of the aged is depleted because of the 
lack of adequatecare? Isn’t that true? 

Mr. Scuorrianp. I think it is hard to make a generalization, Sena- 
tor. Many States have—— 

Senator Dove.as. I understand, but isn’t this true of a very large 
percentage of aged? It might not be true of Colorado, it might not be 
true of California, it may not be true of Massachusetts, it may not be 
true of the high-benefit States, but isn’t it true of the vast majority of 
States in the Union ? 

Mr. Scuorrianp. I wouldn’t want to pass judgment on whether 
or not they had been forgotten in those States. 

Senator Doveuas. I don’t say they are forgotten, but I say, are 
not the amounts so inadequate that their energies of the old people 
are depleted ? 

08 Scnorrianp. I think the amounts are inadequate, quite def- 
initely. 

Senator Dovetas. Well, now, then, I know you are not the policy- 
maker for the Department of Health, Education, and Welfare, or for 
the administration. I think you are a very efficient administrator, 
and I think you are a humane man, but I must say I was shocked at 
the attitude of the administration that it would oppose the measure 
because of the increase in benefits and that the Secretary he would 
recommend a veto, and my own feeling is that the Congress and the 
country should not accept that as a guiding principle—that we should 
consider the human costs and not merely the financial costs. 

Now, may I ask a question about the formula? Do I understand 
that the formula, the new formula, is not only variable in nature but 
that it proceeds on the basis of the average payment ? 

Mr. ScHorrianp. That is correct. 

Senator Doveras. Rather than taking each individual case? 

Mr. ScnorriaNnp. That is correct. 

Senator Dovexas. This will save an enormous amount of administra- 
tive work; will it not ? 

Mr. Scnorrianp. Yes, it will simplify administration both for the 
Federal Government and for the States. 

Senator Douetas. May it lead to an upward movement in the assist- 
ance because then if there are some cases where appreciably less than 
$60 were paid or needed, and in other cases where more than $60 is 
needed and not paid, will this not permit them to take on more cases 
above $60 ? 

Mr. Scuorrianp. Generally speaking, it is our feeling that such a 
variable grant does give the States 

Senator Dove.as. This is not variable. 

Mr. Scuorr.anp. I mean such an averaging does give the State more 
flexibility and makes it possible for them to take on cases or makes 
it possible for them to make payments of a higher amount and get 
the maximum reimbursement for it. 

Senator Doveras. So that this will have something of an immediate 
influence for the cases where there are special needs ? 

Mr. Scuorrianp. We would think so, yes. 
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d- Senator Doveias. Now, I have always felt that since the insurance 
0 system was self- -supporting and since it was contributory, the benefits 
re are rights and that the income limitation—that one should not earn 
he more than a hundred dollars a month—is excessively rigid. If these 
people have contributed to the fund out of which benefits are paid, 
a contributing half, and perhaps indirectly contributing more in having 
the costs shifted back to them in the form of reduced wages and 
ve shifted for them in the form of increased prices, they should not 
be havea rigid income limit. 
he Senator Smathers and some of us have prepared an amendment to 
of strike out the $1,200 and increase the amount by $50 a month, or to 


$1,800 a year. W e intend to present this as an amendment to this bill 
and we would like to get your attitude on it. 


m It raises the amount of private income a person can receive from a 
0 hundred dollars a month to $150 a month, $1,800 a year, and still be 
‘le eligible to the benefits under old-age insurance. 

Mr. Scnorriann. We reported on this bill, Senator. As you know, 
ry we do oppose it. I might state with reference to all these bills that 

increase the retirement. test, it seems to us that there are two ques- 

% tions involved: First, what do we want to insure against, and, second, 
or the theory behind the social security program has been that we are 
vr. insuring against loss of earned income. __ 
at Now, that is loss of income from earnings. There is no question 
re that we could do away with the retirement test, but the problem is, 
ld What are the priorities in terms of increased taxes? Is this the best 
is way to use a substantial increase in the tax ? 
ld Do workers want to pay this increased tax ? 

In other words, do all of the workers now working want to pay an 
id increased tax in order that some persons over 65 w ho are also work- 
ut ing and having considerable earned income shall receive benefits? It 


has been our feeling and the feeling, I think, of the administrators 
of this program from the beginning, that in terms of the tremendous 
costs on the rank and file of the 70 ‘million covered workers, to take 
care of a few persons who are also earning, this is not a justifiable 
a- tax. 
The cost of this bill would be three-tenths of a percent of payroll for 
all of the workers. 


: Senator Doveras. That raises another question. Isn’t your pro- 

‘. jected rate of contributions really excessively high? Mr. Richardson 

in gave some figures the other day that we could have e a reserve of 153 

is billions of dollars around the year 2000, and you do this in order to 

es make your system self-supporting up to 2050, or almost a century 
from now. 

a Now, I think this is an excessively rigid thing. I can remember 
when the original social security system went into effect and that 
would have provided, I believe, for a reserve of something like $44 bil- 

re lion in 1970, and the members of the Republican Party went out on 

2s the stump in 1936 and attacked the hugeness of this projected future 
ot reserve, and I thought that there was some merit to that criticism that 
social insurance is different from private insurance, because you are 

Fe certain of sources of income which an insurance company is not cer- 


tain of, when it sells actuarial policies to individuals, since that is a 
voluntary act. 
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My own feeling is that this system is overfinanced in the bill as it 
comes from the Pionas and the rates of contributions for both em- 
ployer and employee should be slowed up or dampened down. 

Now we are faced with the fact that this comes to us in the con- 
cluding days of the session and if we wrangle too much about formula 
and so forth, we may not get any bill at all, and perhaps there are some 
who would like to see us trip our feet in just that fashion. So perhaps 
this is not something that should be immediately considered, but I 
hope that before we are permanently committed to this new contribu- 
tion this whole matter will be considered much more thoroughly than 
it has been and that there will be much more public discussion of it. 

To me, a reserve of $153 billion invested in Government bonds in 
the year 2000 presents some very formidable economic problems, and 
I am not certain that the game is worth the candle. 

Senator Anperson. Can I just thank the Senator from Illinois for 
bringing that up? I mentioned it the first day and I still think a 
trust fund of $150 billion is theoretically necessary, but practically not 
needed. When you get $50 billion and go on to $100 billion, you are 
surely up to a point where you had better have a big demonstration 
of the need for it. 

The Cuarman. That is all very conjectural. 

Senator Anperson. What is that? 

The Cuarrman. It is very conjectural. It is in the future. 

Senator ANperson. Yes. 

The Cuarrman. They are going to increase the benefits, and we will 
never see the day we will have a surplus of that kind. 

Senator Doveras. I wanted to mention this before. While it is 
true you are increasing benefits by legislative action, it is also true that 
the upward drift of the earnings provides an offsetting safety factor 
on the other side. 

For instance, we have been increasing benefits. We increased bene- 
fits after the 1935 act without increasing contributions; in fact, we 
slowed up contributions for, as I remember it, about 20 years, We 
didn’t reach our maximum as quickly as the original act specified, 
and yet the reserves of the Social Security System kept mounting. 

It kept mounting because wages kept rising and wages kept rising 
because productivity kept increasing. 

Now, as I say, I think Mr. Myers is an admirable actuary, one of 
the very best in the country, and he has to proceed on these rigid 
assumptions, and that is what an actuary should do, but that need not 
be controlling upon the Nation or controlling upon the Congress, and 
I hope that this matter is given consideration, not merely by your 
advisory committee. 

I once served on those advisory committees and they are valuable, 
but also given very deep consideration by Congress and by the gen- 
eral public because this issue is extremely important. 

Senator Bennerr. Mr. Chairman, I would just like to make the 
comment that the time to slow up the rate of contribution payable 
is the time when the fund, in fact begins to climb sharply. 

Thus far, it has not begun to climb. At the moment, the last year 
or so, it has dropped slightly, and maybe we should give our children 
and our grandchildren a break in terms of slowing up the contribu- 
tions, rather than trying to take it all ourselves. 
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The Cuarrman. Mr. Schottland, how many are drawing out of the 
social security fund now ? 

Mr. Scnorrtanp. Approximately 12 million persons are drawing 
benefits at the present time. 

The Cuarrman. What are your estimates on the maximum number 
who would draw in future years ? 

Mr. Scuorrianp. Well, we would have to take that at some partic- 
ular point in time. 

The Cuarrman. We have 75 million paying in, have we not ? 

Mr. Scuorrianp. Yes. Our estimates of future contributors are 
based on population increase and, therefore, a labor force increase. 
Would you mention that, Mr. Myers? 

Mr. Myers. We estimate that in 1965, for example, there will be 
16.6 million beneficiaries as compared with the present 12 million. 

And in 1970, there will be 19.3 million. 

Senator Anperson. Could I ask right there if in 1935 you made any 
estimates of what the picture would be in 1955? 

Mr. Myers. Yes, we did. 

Senator AnpEerson. How did they work out ? 

Mr. Myers. Well, of course the 

Senator Anperson. How did they work out? I share with Senator 
Douglas 

Senator Doveias. What reserve did you estimate in 1935 that you 
would have ? 

Mr. Scuorrianp. May I explain that you can’t— 

Senator Anperson. I know you can’t. 

Senator Doveias. We are going to roll back history. In 1935 what 
did you estimate the reserve would be in 1955 ? 

Senator Bennerr. We are talking about number of people—— 

Senator Doveias. No; I am speaking about the size of the reserve. 

Senator Anperson. I want to have both. 

Senator Martin. Let’s have both. 

Mr. Scuorrianp. I want to state you have got to consider it in 
relation to what the 1935 law was without the changes by Congress. 

If you are talking about 

Senator Anperson. I know that story. I know if the life-insurance 
companies had any idea what would have happened to the span in 
human life, they might have had a different rate in 1902 from 1952. 

Senator Doveras. They traveled a long time on the 1867 mortality 
tables and they traveling now on the 1902 mortality tables. 

Senator Anperson. I only want to say this. There was great dis- 
cussion in 1935 when this law was being drafted as to what the 
probabilities of unemployment, due to population growth and so 
forth, might be in 1955. 

I think it would be useful to find out how those worked out in order 
to judge what prediction—how the prediction you are now making 
in 1958 will wok out by the year 2000. 

New factors constantly come in. There was a book called Gentle- 
men Prefer Blondes, that I suppose nobody should have read. 

Senator Doveras. But which everyone did. 

Senator Anperson. When she tried to explain how she drifted from 
one person to another, she said, “Fate keeps on happening.” 
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That is true of social security, “Fate keeps on happening.” You 
et more ee in the labor market, but something Shawens so they 
on’t need social security. 

<0 Scuorrianp. Senator, I am not referring to that kind of state- 
ment. 

Senator Dovetas. In 1935 or the period shortly after 1935, what did 
+ genaaay the reserve of the old age insurance fund would be in 

Mr. Myers. The original estimate for the end of the year 1957 was 
$25.8 billion. 

Senator Dovetas. Exactly, and how much is it now ? 

Mr. Myers. It is now $22.8 billion. 

Senator Douetas. Exactly. You come out to about where you 
estimated in spite of the fact that the benefits have been increased 
because of the fact that the average earnings have been increased and 
your receipts have been much greater than you expected. 

In other words, this—— 

Mr. Myzrs. But, of course, there is another important factor. As 
you know, Senator Douglas, the tax rates did not go up as originally 
scheduled. 

Senator Doves. Well, that makes it still more remarkable that 
we reach about the $25 billion mark in spite of the fact we did not 
increase the premium rates as had been originally provided in the 
1935 act. In spite of not doing that, you reached a reserve approxi- 
mately what you had estimated sciisinniie. 

Mr. Myers. There is one other remarkable coincidence along those 
lines, that I think the Senator may be interested in. 

The cost of the benefits as a percentage of the taxable payroll is now 
very close to what the original estimate was for 1957 for the original 
system, which, of course, was entirely different from what we have 
now. Thus, the cost for the OASDI system was 4.02 percent of pay- 
roll in 1957, while the estimate for 1957 for the 1935 act was 3.35 per- 
cent. 

Thus, the relative costs in terms of percentage of payroll have been, 
by chance, about what were originally estimated. 

Senator Anperson. May I say, Mr. Chairman, my reason for rais- 
ing the question was that I had participated in some discussion when 
some of this work was originally set up. I did take on the job of 
trying to set up a system in my home State. I mean as to unemploy- 
ment compensation. We made calculations as to what was going to 
happen in unemployment compensation and what we would have in 
the way of funds. 

Those calculations went just as wrong as they could be, because we 
didn’t have any experience at all. I am only trying to say, I think if 
we had applied the rate increases that were scheduled to take place 
and had fhlowed out what was originally put in that law, we would 
have had many, many billions in the trust fund far beyond what had 
been anticipated. 

Senator Dove.as. That is right. 

Senator Anprerson. We didn’t collect as much. We let it go a 
little easier, and we still ended up about where it had been contem- 
plated we would be, even if we had collected these huge sums of money. 

I am only saying we might. I know some of us aren’t going to live 
to the year 2000. Theodore Francis Green will probably be the only 
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man alive at that time. However it might be possible when we get 
to the year 2000 that we would have a similar experience to this. I 
hoped that if you could, I would like to see a little study made as to 
how these appraisals work out. 

I am not nearly as worried about that year 2050 as those people are 
who want a surplus of $150 billion which I think is an awful lot of 
money. 

The CuarrmMan. It will be used up. [Laughter.] 

Don’t worry about that. That is one of the worries this Congress 
or future Congresses will not have, there will not be any surpluses. 

Senator Anperson. It will never accumulate. We will never put 
it in operation in tax increases. 

The CHatrMan. I agree with that. That is why it didn’t impress 
the committee when somebody said there would be $150 billion in the 
year 2000. 

Mr. Schottland, do you mind giving the committee your prediction 
as to how many will be getting benefit payments, in future years, 
as far as you can go, showing also the percentage of the population ? 

I would like to know about what percentage of the population will 
get social security payments. 

Mr. Scuorruanp. We will do that. 

The Cuarrman. Will you furnish that by tomorrow morning before 
we act on the bill ? 

Mr. Scuorrianp. We will do that. 

(The material referred to is as follows :) 


Beneficiaries under the old-age, survivors, and disability insurance system’ as 
it would be modified by H. R. 13549, in relation to total United States popula- 
tion,? intermediate cost estimate 


Total United | Beneficiaries 
Year 3 Beneficiaries ! States | as percentage 
population 2 | of population 






WAS kdb ndinsidisnnddhibidineanppbnp dscns gecspees pede | 14,328, 000 185, 791, 000 | 7.71 
Sinhttnbensers dnipiet Se ersnsaauns Ri neideusaen in seems 16, 632, 000 198, 359, 000 8. 38 
WO desided duppadasddiasccsiduabiduchent abe diddbie cdipehei | 19,269,000 | 211, 702,000 | 9. 10 
TE ictilingibioeidcudndtcnanaanenas achsishadl inguaneateteaenliaad 22, 097, 000 226, 157, 000 9.77 
De icccdinnaneecne min adihesmetailesaed ical geenae - 25 . 000 241, 660, 000 | 10. 48 
Sn contd shdendedeae sanebae “ od iim tejphie-sebehs chante hel. ek eee 272, 610, 000 | 11. 24 
Pan ten enivapg didn weahaianne ee sales tei dane <hdaisidncita kina ean 33, 836,000 | 302, 208, 000 11, 20 


1 Including beneficiaries under railroad-retirement system who would have been beneficiaries under 
old-age, survivors, and disabilityi nsurance system if railroad employment were covered (as financial inter- 
change provisions assume). 

2 Including continental United States, Hawaii, Puerto Rico, and the Virgin Islands, 

3 As of middle of year. 


Senator Martin. Mr. Chairman, could I ask a question or make a 
comment? In the old-age assistance, are you taking into consideration 
unemployment by reason of mechanization? Take, for example, in 
the coal mines, a machine now, 2 men do the work of 10, and that is 
causing an unemployment among a great number of able-bodied men 
by no fault of their own. 

It is just an improvement that we have been accepting, but still 
there is a group of very unfortunate men and families. Seen 

Have you been taking in your estimates, things of that kind into 
consideration ? 
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Mr. Scuorrianp. Well, the estimates on old-age and survivors in- 
surance, that is what you are referring to, Senator, do take into con- 
sideration the factor of the average retirement age. 

That has been decreasing in recent years. There are a number of 
reasons as to why the average retirement age has become lower, and 
one factor undoubtedly is the fact that with increasing mechanization, 
many older people find it difficult to stay on the job. 

How much is weighted for that particular factor, I wouldn’t be in 
a position to state, but it does affect the average retirement age. 

Senator Martin. Have you taken into consideration, I think the 
present law, what is it, a man on social security can receive $1,000 
or is it $1,200 ? 

rote ScHorriann. $1,200 a year and still receive all his benefits for 
the year. 

Senator Martin. Have you taken into consideration that a great 
number of those men are in a physical and mental condition to earn 
considerably more and whether or not that would permit them to do 
that, if that would permit them to do that, that would strengthen the 
economy ¢ 

Mr. Scuorriann. Well, if the import of your question is, does the 
limitation keep people from actually working, we have considered 
this factor in some detail, and it is a complicated thing. 

We certainly are under the impression that this limitation has not 
been the only factor in making a man decide whether he is going to 
work or not, particularly considering the relatively small amount 
which he gets in social security as against present wages of $300 or 
more a month. 

We think, although it may be a slight factor, that the fact that 
social security is available, may cause people to retire a little earlier. 

Generally speaking, we don’t think this retirement test is an im- 
portant factor in the person’s decision to retire. 

Senator Martin. Have you in the amounts you contemplate pay- 
ing, have you taken into consideration inflation, because inflation has 
been upward since 1939, a little more in certain periods, but it has been 
general since 1939 until the dollar has decreased in value practically 
a half. 

Has that been taken into consideration ? 

Mr. Scuorrianp. As I understand it, Senator, and Mr. Myers 
could answer more directly on this, our estimates are always made on 
an assumption of level wages and a fixed set of benefit provisions, 
this time on.the basis of the 1956 payrolls and 1956 benefits. 

Now the theory behind that is that if wages do rise, and if there 
is an inflationary situation, then undoubtedly there will be some ad- 
justment, an increase, in the benefits also. 

Congress certainly has in the past increased benefits, so that these 
factors may cancel each other out; that is, the increased income from 
increased earnings and the increased benefits may cancel each other 
out. The only way we have of making the cost estimates which we 
think is an appropriate way, is to assume for purposes of the pro- 
jection a static wage level—now we use 1956, but this will be revised 
as later figures are available. 

Senator Martin. Mr. Chairman, while I realize that this Depart- 
ment probably doesn’t have the responsibility, considering the gen- 
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eral economic condition of the country, I think the time has come 
when every department must give consideration to the overall 
economy. 

Now we have just gotten through with the reciprocal trade agree- 
ment bill, where a great number of industries in America have been 
damaged to a great extent, but now when we take out of production 
9 percent that is an additional cost, and I think all of us ought to be 
giving things of that kind consideration. 

I am not criticizing the Department at all, but I do think that all 
departments ought to give matters of this kind serious consideration, 
because in a form of Government like we have, our economy must 
be sound and we must be in the position to compete with other coun- 
tries of the world. 

I will not go into that further, Mr. Chairman, but I do think it is a 
matter that all of us in our country ought to give very serious con- 
sideration, and it is not fair that, as we say in the military game, we 
pass the buck. 

That is all. 

Senator Dovetas. I would like to have you make in the next few 
months an estimate as to what the reserve would have been for 1955 
if the rates of taxation or premium rates, provided for under the 1935 
act had actually been put into effect. 

Mr. ScHorr.anp. We can give you that right away. 

Mr. Myers. I have made that culoladiaie: as I recall the figure was 
somewhere around $60 billion to $65 billion. I will put the exact 
figures in the record. 

Senator Dovctas. I want to point out this indicates the fact that 
the system was originally overfinanced, and that there is grave danger 
that it continues to be overfinanced. 

Thank you, Mr. Schottland and Mr. Myers. 

(The figures requested by Senator Douglas is as follows :) 


Aveust 15, 1958. 
MEMORANDUM 


Subject: Estimated progress of OASI trust fund under original contribution 
schedule. 


The following table gives the estimated approximate size of the OASI trust 
fund under the assumption that the contribution schedule in the 1935 act had 
been followed (but considering all the benefit and coverage changes made by 
subsequent amendments). The original contribution schedule was a combined 
employer-employee rate of 2 percent for 1937-39, rising by 1 percent every 3 
years to an ultimate rate of 6 percent in 1949 and thereafter, whereas the actual 
rates were 2 percent for 1937-49, 3 percent for 1950-53, and 4 percent for 
1954-57. 

Trust fund at end of year 


{In millions of dollars] 




















Calendar Actual | Original | Calendar Actual Original Calendar Actual | Original 
year schedule schedule || year schedule | schedule year schedule | schedule 
eee ees eres | ee re ae ee eran neinennents ok 
en. st 766 | 766 || 1944_._.._. 6, 005 | 9,751 || 1951_......- | 15, 540 35, 582 
es 1, 132 | 1, 132 |} 1046.......-| 7,121 | 12, 242 | tt scictesdeinis | 17,442 44, 861 
Bee ccences | 1, 724 | 1,724 || 1946_- ae 8, 150 | 15, 337 || 1953__...... 18, 707 | 50, 752 
Bi ccnewes } 2,031 | 2,196 || 1947_.......] 9, 360 | 19, 042 | nasi | 20, 576 55, 956 
RA sitions | 2, 762 3, 331 ||} 1948........ | 10, 722 | 23, 247 || 1966........ | 21,663 60, 665 
1942 -----| 3, 688 | 4, 782 1949. Dadi 11, 816 27,866 ||; 1956_._.._.- 22, 519 | 65, 587 
1943. ----| 4, 820 7, 189 Di isinbstaoe 13, 721 32,706 || 1067........ 22, 393 69, 996 











448 SOCIAL SECURITY 


It is interesting to note that at the end of 1957 the trust fund would have been 
about $70 billion according to the original contribution schedule, or well in excess 
of the far-famed estimated ultimate $47 billion in 1980 according to the original 
estimates made for the 1935 act. It should be noted that the above figures do not 
include the effect of the railroad retirement financial interchange provision; if 
this were done, the original schedule figures would be substantially higher (con- 
sidering the effect of any balance held by the railroad retirement account). 


Rosert J. MYERS. 
The Cuarmman. The Chair wants to thank the witnesses for the 
very clear and prompt answers made to the questions propounded, 
and unless there are other questions we will adjourn. 
(Whereupon, at 11:50 a. m., the committee adjourned.) 
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